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INDIA’S ECONOMIC POTENTIAL 


Kate MITCHELL 


Wi the British surrender of Penang on December 109, 
i941, which gave the Japanese their first important base on the 
Indian Ocean, the battle of the Pacific reached the very gates of 
India. In this situation, the extent of India’s resources for war, 
and the degree to which they are or can be mobilized, becomes a 
matter of vital importance. In this article an attempt is made to 
analyze one aspect of India’s war potential—her material resources 
and industrial capacity; which factors, indeed, constitute the founda- 
tions of modern military strength. 

India’s economic structure is similar in many respects to that of 
the colonial and semi-colonial countries of Eastern Asia. Under 
British rule, India has been developed as a large-scale producer of 
raw materials, as a source of tax revenue, and as a market for 
British and other foreign manufactured goods. Nearly 75% of her 
population of some 380 million are dependent upon agriculture 
for their livelihood, while less than 2°% are supported by modern 
industrial enterprises, i.e., factories, railways, and mines. The great 
difference between India and other colonial areas such as Malaya 
or Netherlands India lies in the wealth and variety of her natural 
resources, which are sufficient to permit of an extensive and many- 
sided industrial development. India is potentially one of the most 
powerful industrial areas in the world, but the greater part of her 
industrial resources are either undeveloped or exported in the form 
of raw materials to supply the factory industries of Great Britain 
and other industrialized Powers. Thus, one of the most notable 
ieatures of Indian industrialization is the tremendous gap between 
potential resources and actual development. 

India is the world’s second largest cotton producer, production 
averaging about seven million 4o0-lb. bales annually, of which 
nearly half is exported. Jute, in which India holds a virtual monop- 
oly, is the second most important agricultural product, the annual 
output in recent years averaging about nine million bales, of 
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Pacific Affairs 
which about half is exported raw and the remainder manufactured 
into Hessian or gunny cloth in Indian mills. India is also an jm. 
portant producer of wool, silk, and hemp. Oil seeds, oil cakes, and 
oils of all types constitute another important category in India’s 
production of agricultural raw materials, while her vast forests pro. 
vide a limitless supply of tanning materials, lac, timber, turpentine, 
and bamboo pulp. In 1926-27, India ranked first among the world’s 
tobacco producers with 1,497,000 acres growing 1,375 million |bs, 
She is also the world’s leading producer of hides and skins, bot) 
raw and half tanned. It is estimated that there are in India abou: 
225 million cattle and buffaloes, 46 million sheep, and 58 million 
goats, from which 2 million cattle and nearly 6 million buffalo 
skins, 28 million goat and kid skins, and 19 million sheep and 
lamb skins are produced each year. India also has more than 4 
million acres under sugar-cane, and her production of 1.4 million 
tons in 1939-40 made her the world’s largest sugar producer. 

India’s mineral resources are no less impressive. They include one 
of the largest high-grade iron ore fields in the world, the reserves 
of more than 3 billion tons being three-fourths the size of those oi 
the United States and of higher quality than the bulk of American 
deposits, averaging about 649% iron content. India also possesses 
virtually unlimited supplies of manganese, and large deposits oi 
high grade bauxite, chromite, mica, copper ore, magnesite, ilmenite, 
etc. Yet with these vast resources, India’s total steel production is 
only now, under war stimulus, approaching 194 of world produc- 
tion, i.e., slightly more than 1,250,000 tons, an amount roughly 
equivalent to that of Australia, with a population of some 7 mil: 
lion. Estimates of Indian coal resources range from 36 billion to 
60 billion tons, of which some 5 billion tons is of good quality and 
easily workable, including 1.4 billion tons of coking coal. But be: 
cause of the extremely limited industrial demand, the average 
annual coal production for the five-year period 1934-38 was only 
24.2 million tons. (See Table 1.) Similarly, India’s bauxite deposits 
are largely undeveloped, less than 15,000 tons being mined in 193°. 
India also possesses potential hydro-electric power resources esti 
mated at 27 million horse power, second only to those of the United 
States, but only 3% of these resources are now utilized. 
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India’s Economic Potential 


Taste 1. Propucrion (Exctupinc Burma) 


Average Average 
1938 1934-1938 1914-1918 
Manganete (0008)... 967,929 776,151 577,457 
Copper-ore 288,127 339,251 8,054 
44,149 43,329 22,929 
25,611 19,841 10,165 
14,768 8,249 939 


Source: Sir Lewis Fermor, ‘India's Mineral Resources and the War,"’ The Asiatse 
Review, October 1940, p. 734. 


In addition to her great wealth of natural resources, India pos- 
sesses a vast population with a heritage of skilled craftsmanship 
carried down from the days when Indian manufactures occupied a 
prominent place in world commerce; when Indian calicoes, silks, 
and muslins were the rage of the fashionable European world, 
and Indian steel was used to forge the famous blades of Damascus. 
Yet modern India has remained an industrially backward country, 
with an increasing proportion of her population dependent upon 
agriculture as their sole means of livelihood. Table 2 shows that 


TaBLe 2. Proportion or Workers ENGAGED IN INDUsTRY 


Percentage of 


1911 1932 Variation 
Working population (millions)............... 149 154 + 4.0 
Persons employed in industries (millions). ..... 17.5 1§.3 —12.6 
Percentage of workers in industry to working 


Percentage of industrial workers to total popula- 


Source: Census of India, 1931. 


during the twenty-year period 1911-21, the number of workers 
employed in all types of industry, including handicrafts, declined 
markedly, despite the temporary stimulus given to Indian manu- 
iacturing enterprises by the First World War. 

Here we have a picture of “de-industrialization”"—a decrease in 
the number of industrial workers by more than two million, as a 
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Pacific Affairs 
result of the continued decline of the traditional handicraft indys. 
tries without a compensating advance of modern factory industries 
For when we examine the figures for “organized” industries, i, 
those employing more than twenty workers and coming under the 
Factories Act, we find that in 1931 these industries employed on} 
1.5 million persons, or less than 19% of the total working popula. 
tion. If to this number are added the 280,000 miners and 820, 
workers on the railways, the total of 2.6 million workers in modern 
industry is still less than 2% of the total working population. 

This failure to develop India’s potential industrial resources has 
disturbed many non-Indian observers. Thus, Professor D. H. Bu- 
chanan concludes his exhaustive survey of economic and industri:! 
development in India up to 1934 as follows: 


Here was a country with all the crude elements upon which manufac. 
turing depends, yet during more than a century it has imported factory. 
made goods in large quantities and has developed only a few of tly 
simplest industries for which machinery and organization had been 
highly perfected in other countries. With abundant supplies of ray, 
cotton, raw jute, easily mined coal, easily mined and exceptionally high- 
grade iron ore; with a redundant population often starving because 0! 
lack of profitable employment; with a hoard of gold and silver secon 
perhaps to no other country in the world; . . . with an excellent marke 
within her own borders and near at hand in which others were selling 
great quantities of manufactures; with all these advantages, India, after 
a century was supporting only about 2% of her population by factor 


industry.? 
Similarly, Dr. Vera Anstey, a leading British authority on Indian 


economics, describes India as a case of “arrested economic deve'- 
opment” and, commenting upon the data revealed by the 193! 
census, finds that “it is difficult to reconcile these figures with « 
picture of rapidly growing industrialization. . . . Not only is in- 
dustrial development insignificant in comparison with agriculture, 
but India still depends excessively upon foreigners for the provision 
of many goods and services that are essential for any materially 
advanced country. . . . A well-balanced economic life has not yet 


1D. H. Buchanan, The Development of Capitalist Enterprise in India, New York: 
The Macmillan Company, 1934, p. 450. 
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India’s Economic Potential 
been attained and the standard of life of the masses remains miser- 


ably low.” 


0 UNDERSTAND this great disparity between potential resources 
| oe actual industrial development in India, it is necessary to 
examine, however briefly, the course of British economic policy 
toward India. Prior to the British conquest, India’s economic 
structure had been based on agricultural production combined with 
a highly developed system of handicraft industry, and the country 
had enjoyed a large measure of economic self-sufficiency. With 
the establishment of British rule and the completion of the indus- 
trial revolution in England, however, the Indian economy was rap- 
idly altered to meet the needs of the new British manufacturing 
enterprises for raw materials and markets. British manufactures 
were granted virtual free entry into the Indian market, while high 
tarifls were imposed on Indian manufactures entering England, 
and direct trade between India and other foreign countries was 
restricted by government action. As a result of this policy, as well 
as the technical superiority of mechanized industry, British manu- 
factures soon came to dominate the Indian market, while the tradi- 
tional Indian manufacturing industries declined in importance or 
were completely wiped out. 

Between 1814 and 1935, British cotton textile exports to India in- 
creased from less than one million to more than 51 million yards, 
while the exports of Indian cotton goods to Britain declined from 
1,250,000 to 306,000 pieces. By 1850, India, which had for centuries 
exported cotton goods to the whole world, was importing one- 
fourth of Britain’s cotton textile exports. Machine-made cotton 
goods from England destroyed the Indian hand-weaving industry, 
and machine-made yarn wiped out the spinners. Other Indian 
handicraft industries suffered the same fate, notably the manufac- 
ture of silk and woollen textiles, iron, pottery, glass, and paper. The 
oasis of the traditional village economy in which farming was sup- 
plemented by domestic industry was thus destroyed, along with the 


*V. Anstey, The Economic Development of India, 3rd edition, Longmans, Green 
& Co., 1936, p. 8. 
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Pacific Affairs 
decline of such prosperous manufacturing centers as Surat and 
Dacca,’ and since no alternative opportunity for employment was 
provided by the growth of modern factory industry, millions of 
artisans and craftsmen were forced to turn back to the land, cays. 
ing the terrific overpressure on agriculture which has remained one 
of the chief problems of modern India. 

Throughout the nineteenth century, British policy toward India 
was designed primarily to meet the needs of the British manufac- 
turers for increased supplies of Indian raw materials and an ex. 
panding market for British products, and by 1900 India had become 
a great exporter of rice, wheat, cotton, jute, tea, oil-seeds, etc., ani 
an importer of manufactured goods, especially cotton textiles, iron 
and steel products, railway plant, and machinery. The construction 
of an extensive network of railways during the latter part of the 
century was perhaps the most important single factor in this trans- 
formation of India into an agricultural colony of British industry, 
since it made possible the commercial penetration of the country 
by British goods and also the large-scale production and export of 
raw materials. 


The introduction of railways is, indeed, the most comprehensive 


symbol of the period right up to the Great War of 1914-18. It represents 
(1) the inflow of goods produced by the manufacturing industries 0: 
Britain; (2) the investment of British capital not only in the railways 
but in plantations, mines, and factories so as to increase the supply c: 
raw materials and foodstuffs; and (3) the export of raw materials an 
foodstuffs of every kind ... to pay for the manufactures importe! 
and to keep the wheels of British industry in motion.‘ 


3 “Tess than a hundred years ago,” wrote Sir Henry Cotton in 18go, “the com- 
merce of Dacca was estimated at one crore (ten million) rupees, and its population 
at 200,000 souls. In 1787 the exports of Dacca muslin to England amounted to 3 
lakhs (three million) rupees; in 1817 they had ceased altogether. The arts 
spinning and weaving, which for ages afforded employment to a numerous and 
industrial population, have now become extinct. Families which were formerly in a 
state of affluence have been driven to desert the towns and betake themselves to the 
villages for a livelihood. . . . This decadence has occurred not in Dacca only... 
the manufacturing classes in all parts of the country are becoming impoverished.” 
Quoted by R. Palm Dutt, India Today, London: Victor Gollancz, Ltd., 1940, Pp. 
127. 

4K. S. Shelvankar, The Problem of India, London: Penguin Books, Ltd., 194°, 
462. 
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India’s Economic Potential 

But this transformation of India into a large-scale raw material 
producer, While it destroyed the traditional Indian village economy 
and spelled ruin for millions of artisans and craftsmen, also laid the 
frst foundations for the development of modern mechanized in- 
dustry and the exploitation of the country’s coal and iron resources. 
For the development of railways necessitated the establishment of 
railway workshops, the opening up of coal mines and iron smelters, 
and thus paved the way for the eventual manufacture and use of 
mechanized equipment in other branches of industry. 

Prior to the First World War, however, British investment in 
modern industry in India was confined almost exclusively to enter- 
prises related to the production and export of raw materials, e.g., 
railways, coal mines, jute mills, and large-scale plantations for the 
production of tea, coffee, and sugar. In 1911 Sir George Paish 
estimated the total British capital investment in India and Ceylon 
at £365 million, distributed as follows: 


£ Million 
Government and municipal............. 182.5 


Plantations (tea, coffee, sugar).......... 


Commercial and industrial.............. 
Finance, land and investment............ 


In other words, 97% of the British capital investment in India 
prior to 1914 was devoted to purposes auxiliary to the commercial 
penetration of the Indian market and in no way connected with 
industrial development. 

British opposition to the development of Indian-controlled indus- 
tries prior to 1914 is indicated by a statement in the Government 
Annual Report of 1921 that “sometime prior to the war certain at- 
tempts to encourage Indian industries by means of pioneer fac- 
tories and Government subsidies were effectively discouraged from 
Whitehall.” This official opposition was supplemented by a tariff 
policy designed to limit the development of the Indian cotton tex- 
tile industry, which was the only important manufacturing enter- 
«11> 
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Pacific Affair; 
prise in which Indian capital predominated, and which had beguy 
to expand rapidly in the latter part of the nineteenth century. The 
first step was the removal of import duties on British cotton cloth 
(1882) and the imposition of a 59 duty on imported textile m). 
chinery. When, in 1894, financial requirements necessitated the 
reimposition of import duties on cotton cloth, an excise duty of 
32% —equal to the import duty—was imposed on all Indian mill 
woven cloth. This excise duty remained in full force until 1y:- 
when its effect was partially diminished by the raising of the import 
duty to 714%, and was only finally abolished in 1925. 

Under these conditions, industrial development in India up 
1914 was extremely slow, and was mainly confined to the cotton 
textile industry which made considerable progress despite the ob- 
structing effects of the British tariff policy, and to the jute industry 
which was controlled by British capital. The engineering industry 
was confined to railway repair shops. There was no production | 
machinery, and the iron and steel industry was in its infancy, tl: 
first iron smelting furnaces of the Tata Iron and Steel Company hav. 
ing been blown in in 1911. The total number of workers employe’ 
in organized industries was only 951,000 in 1914. 


uriNG the First World War, the difficulty of securing certain 
D customary imports and the fact that India participated i 
equipping Imperial troops, particularly for the Mesopotamian oper- 
ations, gave a powerful impetus to the expansion of Indian industri. 
production. Existing industries, particularly cotton and jute mills, 
operated at full capacity and made enormous profits. The Tata Iron 
and Steel Company, leader of Indian industrial advance outside 
the cotton industry, increased its finished steel production from 
19,000 tons in 1913 to 124,000 tons in 1918-9, and there was some 
increase in the production of various consumers’ goods as a rest! 
of the curtailment of imports. Any extensive industrial expansion 
was prevented, however, by the lack of heavy industries to pro- 
vide the necessary machinery and equipment. 
Thus, the war “revealed both the potentialities and deficiencies 
of Indian industries. The production of woollen, cotton, met. 
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India’s Economic Potential 

and a number of other manufactured goods was greatly stimu- 
lated... . But India could not take full advantage of her tem- 
porary monopoly, as she depended for plant, machinery, and acces- 
sories On imports from abroad.”® The industrial deficiencies revealed 
by the war did, however, bring about a temporary change in the 
oficial British attitude toward Indian industrialization for strate- 
gic, political, and economic reasons. In the first place, the failure 
to develop the bases for modern heavy industry in India, and the 
consequent necessity of depending for vital military supplies on the 
jong and precarious overseas route to England, weakened the whole 
British strategic position in the East.° Secondly, foreign competi- 
tion was beginning to break down the British monopoly of the 
Indian market—a development which was considered even less 
desirable than the growth of industry within India, which could 
at least be subjected to a considerable degree of British financial 
and administrative control. Finally, it was imperative to secure 
the support and co-operation of the Indian capitalists in the war, 
and certain concessions of both an economic and political character 
were considered essential. 

Thus, as early as 1915, the Viceroy, Lord Hardinge, in a dispatch 
to the Secretary of State for India (November 26, 1915), declared 
that, “it is becoming increasingly clear that a definite and self- 
conscious policy of improving the industrial capacity of India will 
have to be pursued after the war, unless she is to become the dump- 
ing ground for the manufactures of foreign nations. . . . The atti- 
tude of the Indian public towards this question is unanimous, and 
cannot be left out of account... . After the war India will con- 
sider herself entitled to demand the utmost help which her Gov- 
ernment can afford to enable her to take her place, as far as cir- 
cumstances permit, as a manufacturing country.” 


°G. E. Hubbard, Eastern Industrialization and its Effect on the West, London: 
Oxford University Press, 1938, p. 254. 

°“The possibility of sea communications being temporarily interrupted, forces 
us to rely on India as an ordnance base for protective operations in Eastern thea- 
‘res of war. Nowadays the products of an industrially developed community coin- 
cide so nearly in kind though not in quantity with the catalogue of munitions 
‘ war that the development of India’s natural resources becomes a matter of almost 
miltary necessity.” Montagu-Chelmsford Report on Indian Constitutional Reforms, 


1918, 
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Similar sentiments were expressed in the Montagu-Chelms{or; 


Report in 1918, which stated that: “on all grounds a forward policy 
in industrial development is urgently called for, not merely to give 
India economic stability, but in order to satisfy the aspirations 
her people. . . . Both on economic and military grounds Imperial 
interests also demand that the natural resources of India shou|: 
henceforth be better utilized. We cannot measure the access ¢; 
strength which an industrialized India will bring to the power «: 
the Empire.”* 

This war-inspired interest in Indian industrial development co». 
tinued into the brief postwar boom period, during which large 
amounts of British capital flowed into India. The average dividend 
paid by the leading cotton mills in Bombay in 1920 was 120°), an’ 
in some cases was as high as 200 and 250%. Dividends of leading 
jute mills averaged 140%, and reports of 41 British-controlled jute 
mills, with a total capital of £6.1 million, showed profits of £22, 
million in the four year period 1918-21, in addition to £19 million 
added to reserves. British capital was naturally eager to share in 
these colossal profits, and the annual export of British capital + 
India increased from an estimated £14.7 million or 9°) of th: 
total, in the period 1908-10, to £29 million in 1g21 and £ 36 million 
in 1922, which amounted to more than one-fourth of total Britis) 
capital exports. 

Officially, the changed British attitude toward Indian indus 
trialization was reflected in the inauguration of a protective tarifi 
system. The duty on cotton piece goods was raised to 7!) 
1917 and to 119% in 1921. The general import duty was raised t 


/o 
11°, in 1921 and to 15°% in 1922. In 1924, the Indian iron and stee. 
industry was granted the protection of a 33 1/3% import duty, plu 
a system of government subsidies. By this time, however, British in 
terest in Indian industry was beginning to wear thin. The feveris: 
boom conditions of 1920-21 had developed into a crisis followed }) 
a disastrous crash during which many of the Indian firms forme: 
during the boom period had gone bankrupt. The era of abnorma! 
profits was definitely past, and the flow of British capital to India 


dropped to £2.6 million in 1924, to £3.4 million in 1925, to {2 


7 Ibid., p. 267. 
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India’s Economic Potential 

million in 1926, and to less than £1 million in 1927. In 1927, the 
Statist (London) issued the following index figures of the capital 
of new companies registered in India, on the basis of 1914 as 100: 


ladex of capital of companies 
registered each year...... 51 40 31 45 29 


Commenting on this sharp drop below the prewar level, the Statist 
declared, “There can be little doubt but that the figures reflect a 
definite setback in the economic development of the country.” 

A similar change was apparent in official action affecting Indian 
industry after 1924. Following the granting of protection to the 
ron and steel industry, the Tariff Board received a series of further 
applications from other industries for protection, but in the majority 
of cases, notably in the cement and paper industries, these applica- 
tions were not approved. Moreover, when the iron and steel pro- 
ective system came up for renewal in 1927, the basic duties were 
lowered, the subsidies abolished, and the principle of Imperial 
preference, i.e., preferential treatment for the entry of British manu- 
‘actures into India, was introduced. 

From 1927 to the outbreak of the Second World War, the key- 
note of the Indian tariff system was Imperial preference, which 
gave British products a competitive advantage over both non-Em- 
pire and Indian production in the Indian market. In 1930 it was 
extended to cotton piece goods, and in 1932, under the Ottawa 
Agreements, a general system of Imperial preference was imposed 
on India despite vigorous protests from Indian manufacturers and 
an adverse vote from the Indian Legislative Assembly. In this way 
the tariff system of the early ‘twenties, originally proclaimed as a 
means for accelerating Indian industrialization, was transformed 
into a system which assisted British industry to compete in the 
Indian market while giving India in return the privilege of favored 
rates for the sale of her raw materials and semi-manufactures in the 
Hritish market—an obvious attempt to revert to the pre-1914 status. 
The conflict of interest between the British and Indian indus- 
‘ralists over the tariff question was thus clearly defined. British 
dustry wanted an Indian tariff which would prevent the invasion 
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Pacific Affairs 
of the Indian market by non-British competitors, particularly Amer. 
ican and Japanese. Indian industrialists, on the other hand, wanted 
protection primarily against British manufacturing interests whic) 
were far more strongly entrenched in the Indian market as a whole 
than their other foreign competitors. This clash of interest found 
expression in the Indian legislative Assembly when the Unite! 
Kingdom-India Trade Agreement of 1935, embodying and extend. 
ing the Ottawa Agreements to a still wider system of Imperial 
preference, was defeated by a vote of 66 to 58. This vote was over. 
ridden by the British Government, but Indian opposition remained 


rejected by the Assembly by a vote of 59 to 47. This vote too was 
overridden by the Government. 

Indian industry, already hard hit by the postwar depression, )y 
increasing competition from foreign manufactures, and by the sharp 
drop in British capital investment, suffered particularly severely 
during the world economic depression which enormously reduce 
the country’s purchasing power and therefore the market for manu- 
factured goods. During the depression, the value of India’s produc- 
tion of raw materials and foodstuffs, on which four-fifths of the 
population were in practice dependent, fell by more than half. Be. 
tween 1928-9 and 1932-3, the value of Indian exports fell from 3.3) 
million rupees to 1,350 million; the value of imports from 2.0 
million to 1,350 million. The heavy payments of interest on the 
Indian debt and of home charges thus had to be paid by the export 
of treasure, gold exports to England totalling £241 million tor 


gold reserves before the crisis. This gold drain, extracted main|y 
from the savings of the masses of the Indian peasantry, meant . 
still further impoverishment of the Indian market and a correspond: 


ing depression of Indian industry. 

As as consequence, the rate of industrial growth in India between 
the first and second world wars was extremely slow, as is indicate. 
by the figures for employment in industries under the Factores 
Act. In the seventeen years between 1897 and 1914, the number «: 
factory workers increased by 530,000—from 421,000 to 951,000. Bul 
in the seventeen-year period from 1922 to 1939, the number i 
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India’s Economic Potential 
creased by only 390,000—from 1,361,000 to 1,751,000. Thus, The 
Economist, reporting on the progress of “industrialization” in India 
at the end of 1936, stated that: “The proportion of the population 
dependent upon industry as a whole has tended to decline, and in 
some industries—in particular the jute and cotton industries—there 
has been an absolute decline in number employed. . . . Although 
India has begun to modernize her industries, it can hardly be said 
that she is as yet being ‘industrialized.’ ”* 

The only industries in India employing more than 100,000 per- 
wns each in 1937 were cotton spinning and weaving mills, jute 


mills, railway workshops, and cotton ginning and pressing factories. 


Among the minor industries, sugar production had made a notable 
advance, production having trebled between 1929 when India im- 
ported a million tons, and 1937 when domestic production totalled 
1 million tons. Similarly, the production of cement, nearly one 
million tons in 1936-7, was 80°% more than in 1928-9. There has 
also been an increase in the manufacture of various consumers’ 
goods, e.g., lamps, paints and enamels, soap, matches, cigarettes, etc., 
rgely as a result of the establishment of branch factories by British 
irms desiring to supply the Indian market from within the tariff 
wall, But there was no production of machinery, of non-ferrous 
metals, or of the more important industrial chemicals. Although 
India was the world’s largest producer and exporter of raw hides, 
she was still almost entirely dependent on foreign sources for all 
wrts of industrial leathers. Steel production had been developed 
only to such an extent that less than half the country’s limited re- 
quirements were being met by domestic production. Even the 
cotton textile industry was still unable to meet the whole of the 
domestic demand. 


pe character of the Second World War created a far greater and 
more urgent demand for Indian industrial production than had 
te war of 1914-18. For in this war, more than ever before, mech- 
‘nized equipment, and consequently industrial capacity, were of 


*“A Survey of India Today,” The Economist, Indian Supplement, London, Dec. 
12, 1936. 
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pre-eminent importance. Moreover, the fact that Japan—an aj) ou 
in the last war—was now a military partner of Germany and a threat th 
to Malaya and Burma, and, indeed, India itself, made it doubly ge 
imperative that India should be developed as rapidly as possible into he 
an industrial arsenal for the British forces operating east of Suez, Eg 
All the reasons—strategic, economic, and political—which had dic. 
tated a policy of official support for Indian industrialization durin, me 
the First World War, were even more compelling in 1939. For to 
though some industrial progress had been achieved during the pre. un 
ceding two decades, it had been confined chiefly to textiles and other the 
light industries. India was still without basic heavy industries; wos uth 
wholly dependent upon imports for machinery and factory equip. suf 
ment; and had less than two million workers in modern factory anc 
industries, and a far smaller number of skilled workers an’ wh 
technicians. the 
The urgent necessity for co-ordinating and stimulating industrial we 
production in the British possessions east of Suez was at last recog Ind 
nized by the British Government in the autumn of 1940, after mor pro 
than a year of war, when the Eastern Group Conference convene! My 
at New Delhi with the announced purpose of establishing a secur: pan 
economic base for the defense of the Eastern Empire.® The Delhi beg 
Conference marked a radical departure from the traditional wartim: T 
role of the colonies and Dominions as suppliers of raw materials and five 
foodstuffs to an industrial Britain. The concentration of industry in duc 
one center and the scattered character of the empire had long bee: aver 
regarded as a military weakness, and the elimination of France, th: 193¢ 
bombing of British factories and the sinking of British ships, 0: rose 
spread of the war to the Mediterranean, and the Japanese penetr IS €8 
tion of Southeast Asia, all demonstrated the extreme vulnerabilit Was 
of an empire whose industry was so concentrated and whose line: indi 
of communication were so extended. To relieve the burden 07 lack 
British factories and shipping it was essential to expand the industri less 
Mor 
® The Conference, which convened on October 25, 1940, was attended by officia qual 
delegations from the governments of Australia, New Zealand, Malaya, India, Burm mac] 
Ceylon, South Africa, East Africa, Rhodesia, Palestine, and Hongkong, comprising « 
population of over 500,000,000. Representatives of the Netherlands India were 2 emp 
present, as well as the Roger Mission sent out by the British Ministry of Sup; the | 


to make a survey of Indian industry. 
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India’s Economic Potential 


output of the eastern zone, and India and Australia were chosen as 
the most suitable for conversion into industrial bases, since India’s 
geographic position as well as her extensive material resources made 
her an ideal industrial supply center for all strategic points between 
Egypt and Malaya. 

In any evaluation of a nation’s wartime economic potential, its 
metallurgical industry naturally receives first consideration, as basic 
to all forms of munitions manufacture. India possesses certain 
unique advantages for the production of pig iron, of which she is 
the cheapest large-scale producer in the world. She has large quan- 
tities of high-grade iron ore, found in proximity to coal, and large 
supplies of other essential raw materials, e.g., limestone, magnesite, 
and manganese. The Indian iron and steel industry, developed 
wholly by Indian capital and enterprise, dates back to 1911 when 
the first iron smelting furnaces of the Tata Iron and Steel Co., Ltd., 
were blown in. The Tata Company still produces about 70°, of 
India’s total pig iron production, and until recently was the only 
producer of steel. Other important iron and steel companies are the 
Mysore Iron and Steel Works, and the Indian Iron and Steel Com- 
pany. The Steel Corporation of Bengal, a British-controlled concern, 
began operations in November 1939, after the outbreak of the war. 

The average volume of India’s pig iron and steel production in the 
five years prior to the war is shown in Table 3. An increase in pro- 
duction was accompanied by a decline in imports from an annual 
average of 820,000 tons in the years before 1914 to 360,000 tons in 
1936-7, while exports of pig iron and lesser quantities of steel products 
rose from 42,000 to 683,000 tons in the same period. But though it 
is estimated that by 1936, 50 to 70% of the Indian demand for steel 
was being supplied by the Indian steel industry, this was merely an 
indication of the extremely limited market for steel owing to the 
lack of industrial development. For in 1936, India’s steel output was 
ess than that of Poland, and less than one-sixth that of Japan. 
Moreover, India was wholly dependent on foreign sources for high 
quality steels, for most steel manufactures, and for all types of 
machinery. It is this lack of a strong metallurgical industry which 
emphasizes the weakness of Indian industrialization on the eve of 
the Second World War, despite the expansion of the cotton, jute, 
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and woollen textile industries, and of other light industries such as 
cement, matches, and sugar. 


Taste 3. Inp1a—Propuction or Propucts 
Cin tons) 


Average Average 

1938 1934-1938 1914-1918 
Total pig iron produced 1,494,655 243,353 
Pig iron exported 519,850 — 
Pig iron converted to steel — 
Steel produced 648,702 95,986 
Ferro-manganese 9,881 4,069 
Refined copper 6,512 _ 


Source: Sir Lewis Fermor, ‘India’s Mineral Resources and the War,”’ 
The Asiatic Review, October 1940, p. 739. 


By the end of 1941, however, appreciable progress had been made 
in the expansion of Indian heavy industry. Pig iron production hai 
been increased from 1,600,000 tons in 1938-9 to 2,000,000 tons in 
1940-41. Finished steel output had risen from 867,000 tons in 193) 
to 1,250,000 tons in 1941 and was expected to reach 1,400,000 tons in 
1942. Steel armor plate was being rolled at the Jamshedpur plant oi 
the Tata Iron and Steel Company for the first time in Indian his. 
tory, and Tata had a new plant in process of construction which 
would increase its steel capacity by about 200,000 tons a year. 

During 1941, an extensive program for the expansion of Indian 
armaments works, ordnance factories, explosives plants, and small 
arms factories at a cost of some Rs. 40,000,000 had been initiated. 
This general plan, and other expansion programs undertaken by 
various industrial concerns, called for the provision of plant and 
machinery to enable India to produce a wide variety of armaments, 
including heavy caliber guns, bombs, light machine guns, and barrels 
for anti-aircraft guns, as well as increased amounts of high explo- 
sives, high-grade steels, nonferrous alloys, etc. At the end of 1941, 
ordnance factories were being assisted by 250 “trade” workshops 
and twenty-three railway workshops, these auxiliary establishments 
having undertaken the production of 706 different items of munitions 
supply. In addition to meeting her own needs, India had sent over- 
seas approximately 600,000 filled shells, and one hundred and fifty 
million rounds of small arms ammunition. The production o! 
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armored bodies for motor vehicles had expanded but was limited by 
the necessity of obtaining motor chassis from abroad. 

A small beginning had also been made in the production of the 
simpler types of machine tools and machinery. By September 1941, 
fifty-four firms had been licensed to manufacture machine tools, 
and lathes, drilling, shaping, planing, and hacksawing machines, 
furnaces, power blowers, and other simple types of machinery were 
being manufactured for the first time. A recent report states that 
over 280 new items of “engineering stores” were being manufactured 
in India, ranging from small tools and machine parts to heavy 
caliber guns, torpedo boats, and degaussing cables.’ The produc- 
tion of drugs and medical supplies, leather manufactures, hardware, 
glassware, cutlery, and optical goods had been greatly expanded. 
A wide variety of manufactured articles previously imported were 
also being produced in India by the end of 1941, e.g., wire mesh, 
benzol, rubber goods, disinfectors, binoculars, lubricating oils, lead 
pipes and sheets, chloroform, carbonic acid, oxygen apparatus, stoves, 
and many other items. 

The curtailment of supplies from abroad had also resulted in the 
beginnings of a heavy chemical industry in India. The Alkali and 
Chemical Corporation of India, and Tata Chemicals Ltd. had plants 
in the process of completion in 1941, and they and Imperial Chem- 
icals of India, Ltd. had begun the production of sulphuric acid, syn- 
thetic ammonia, caustic soda, chlorine, bleaching powder, and 
bichromates. Imported aluminum was being treated in Indian plants, 
and it was reported that by 1942 Indian bauxite would be extracted, 
treated, and fabricated locally. The plant of the Hindustan Aircraft 
Company at Bangalore produced its first plane in August 1941, from 
imported parts, although it was hoped that with the further devel- 
opment of the engineering industry the factory would be able to 
manufacture parts from local raw materials. It should be noted, 
however, that in aircraft, as in tanks and armored vehicles, India 
remained completely dependent upon imported engines. 

India’s older industries—notably textiles—had also made a con- 
‘derable contribution to the Empire war effort. The cotton and 
woollen textile industries in 1941 produced some 324 million yards 


"Indian Information, Vol. 9, No. 81, October 1, 1941. 
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of cloth for garments, and nine factories were turning out uniforms 
at the rate of approximately five million per month. More than thirty 
new types of fabrics had been added to the list of textile manu. 
factures, including khaki cellular shirting, cottun webbing, jute- 
cotton canvas, etc., and India was also supplying large quantities of 
blankets to all countries of the eastern zone, as well as tentage of 
all kinds. Army boots were being produced at the rate of three 
million pairs a year, and the jute industry had filled governmen: 
orders for one billion sandbags. A general indication of the increase 
in India’s industrial production is the fact that the value of her 
exports of articles wholly or mainly manufactured increased from 
Rs. 476,100,000 in 1938-9 to Rs. $12,000,000 in 1940-41. 

The enormous wartime demands for Indian production created 
an urgent need for intensified industrial development in India, and 
also for healing the breach between Indian and British manufac. 
turing interests. Yet during the early months of the war, the under. 
lying friction between British and Indian manufacturing interests 
was intensified rather than reduced, with Indian leaders accusing 
the British authorities of impeding Indian industrialization by dis. 
crimination against Indian concerns, and by refusing to give financial 
assistance to the establishment or expansion of Indian-controlled 
enterprises. This attitude was vigorously expressed in the Legislative 
Assembly in November 1940, while the Eastern Group Conference 
was meeting at New Delhi. During the debate on the Supple. 
mentary Finance Bil, government policy with regard to aircraft 
manufacture, the automobile industry, and shipbuilding was vehe- 
mently attacked, particularly by Mr. Santhanam, who was subse- 
quently imprisoned. Mr. Santhanam claimed that Indian interests 
had offered, at the outset of the war, to construct an aircraft factory 
without any government subsidy, but that the project had been 
delayed for fifteen months by the Government’s refusal to agree to 
buy planes. He also charged that the British Government, despite its 
urgent need for shipping, was blocking the establishment of Indian- 
controlled shipbuilding yards. With regard to automobile manu: 
facture, a group of leading Indians, headed by Sir M. Visvesvaraya. 
accused the Government of making a twenty-five year contract with 
an American firm, and opposing the construction of an Indian auto- 
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iain mobile plant. In response to these charges, the British Government 
“Te issued an official communiqué on December 16, 1940, declaring that 
niin the Government was “very sympathetic” to these projects, but that 
, jute. there were “considerable difficulties” in the way of their attainment. 
ti seal Shortly thereafter, however, Sir Allan Lloyd, Commerce Secretary 
sneat of the Government of India, announced that the Government did 
‘eas not propose to encourage the merchant shipbuilding industry in 
aioe India as part of the war effort. 
ati There is, in fact, considerable evidence that though Great Britain 
re was engaged in a life and death struggle in which additional in- 
ro dustrial production in India was of vital importance, British policy 
during the first two years of the war continued to be dominated by 
sein commercial motives, and was therefore strongly opposed to any 
ar rapid or extensive growth of Indian-controlled heavy industries. 
ails: Production of military supplies was, of course, substantially increased 
silos. as compared with prewar years, but this increase was still far from 
‘ican proportionate either to India’s potential resources or to her vast 
cusdus needs. Reporting on India’s war effort, Mr. Amery, Secretary of 
es State for India, told the House of Commons on November 20, 1940, 
ee that “India will soon be self-sufficient . . . in respect of something 
rolled ike go per cent of her military supplies.” But on examination it 
tas turns out that the “supplies” which Mr. Amery had in mind con- 
i sisted almost exclusively of clothing, small ammunition, foodstuffs, 
supple. tents blankets, etc. By the autumn of 1941, only the smallest begin- 
saints nings had been made in the development of the metallurgical, chem- 
ere cal, and other heavy industries for which India possessed all the 
pili necessary raw materials, and nothing had been done to eliminate 
sahiats the twin bottlenecks of lack of machinery and a shortage of skilled 
— bor which continued to cripple India’s efforts toward industrial 
expansion,’ 
— Since December 7, 1941, Great Britain has been at war with 
¢ sae Japan, and the first four weeks of that war witnessed the surrender 
ail, of Hongkong, the loss of the Prince of Wales and the Repulse, and 
manu- 
yarava, “An official technical training program was introduced in 1941, but it pro- 
ie vided only for the training by September 1, 1942, of ten assistant works managers, 
ot with 1,300 supervisors, and 6,000 skilled and semi-skilled workers—a wholly inadequate 
1 auto- aumber for any large-scale development of heavy industry. 
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a growing threat to Singapore as British forces in Malaya were 
forced steadily back by Japan’s superiority in numbers and in ai; 
and naval power. If the Japanese offensive in Southeast Asia is t) 
be halted, the rapid mobilization of India’s vast resources is clearly 
a matter of vital military necessity. The example of China is eloquent 
proof of what can be accomplished even by an industrially backward 
nation in modern war, when the people of that nation are organized 
for mass resistance. The people of India have consistently shown 
their sympathy and admiration for China’s struggle. They, too, can 
make a tremendous contribution to the Allied war effort if they are 
given the opportunity, the traning, and the weapons. The manpower 
is there; the material resources are there; and the Japanese are pro- 
viding what should surely be an adequate incentive. 

Fortunately, there are signs that the need for a new approach to 
the question of Indian mobilization is being recognized in both India 
and London. The future relations of the Indian and British peoples, 
as well as the success of the Allied struggle against the Axis Powers, 
depend in large degree on whether prompt measures are taken to 
enable India to make her great contribution to that struggle which 
is so urgently needed, and for which she is so richly endowed. 


New York, January 1942 
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, that strip of sea, only one hundred and thirty-five 
miles wide between Moji and Fusan, which divides the Japanese 
islands from the mainland of Asia, is the long, narrow peninsula 
that the Japanese have called “the dagger pointing at the heart of 
Nippon.” Japan had to fight two major wars with China and Russia 
over this Korean peninsula before she was able to occupy it in 1910 
and establish herself for the first time as a continental power. The 
people were suppressed. Railroads were built. Harbors were made 
accessible. And Korea became a stepping-stone for the seizure of 
Manchuria. 

Today Korea is perhaps the most vulnerable spot in the rear of 
the Japanese Empire. It is here that the first internal revolt is ex- 
pected. It is here the Japanese are most afraid of what they call 
“dangerous thoughts” of freedom. Twenty-five million Koreans are 
preparing for a day of retribution, and they believe that day is now 
at hand. Too weak to act independently, they have been waiting 
for a favorable moment during a war between Japan and the United 
States or between Japan and Soviet Russia, one or both of which 
they have considered inevitable. They have not wanted a premature 


‘Tt is extremely difficult to secure precise information on Korea, especially on the 
underground movement. The Japanese publish nothing except routine year book 
statistics, and since 1938 even these figures have been largely suppressed. In this 
article I have used the official figures in the latest Japan Year Book, 1940-41 and 
in the Japan-Manchoukuo Year Book for 1941, in describing the internal economic 
situation of Korea. Other material has been obtained from conversations with 
Korean nationalists, among whom I should particularly name Kim San, whose auto- 
biography Song of Ariran has just been published in New York. 

As of October 1, 1940, the total population of Korea was 24,326,327, but no 
figures on Japanese residents are available since 1938. The Japan Year Book, 1940- 
4!, gave the population in 1938 as 22,633,751, including 49,815 foreigners (mostly 
Chinese) and 633,329 Japanese. Immigrants to the Chientao region in Manchuria 
are listed as 473,117, while those in the interior of Manchuria “number about 
412,490, but the actual figure may be twice as large.” Another figure for 1939 lists 
935,000 Koreans in Manchuria, of which 474,000 were in the Chientao region. 
But exiled Koreans in Manchuria are not fond of registering with Japanese census-takers. 
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Pacific Affairs 
explosion, for they know their final uprising must be successfy| 
or they will be ruthlessly destroyed. Japan will stop at nothing to 
hold this strategic gateway to the continent. She fought the Sino. 
Japanese War in 1895 to drive Chinese influence out of Korea, and 
the peninsula was again the immediate cause and battlefield of 
the Russo-Japanese War. Vladivostok is only one hundred miles 
beyond the Korean-Siberian frontier, which has been one of the 
tensest spots on the long Soviet border since the Changkufeng inci- 
dent which occurred nearby. A Soviet-Korean frontier clash was re. 
ported as recently as October 23, 1941. 

Little has been known of Korea since 1931, for it is a complete 
police state. Censorship has been 99% effective. There has not lately 
been a single foreign correspondent in the country. It was uscles; 
to try to get news or inside information. The few missionaries 
dared not speak, much less write, even when they returned home. 
Revenge came quickly upon their churches and Korean colleagues. 
During the summer of 1936 which the writer spent there, the at- 
mosphere was like being in a pneumatically sealed tube in which 
no sound could travel. No questions could be asked. Police, who had 
to be previously notified, attended meetings of more than three per. 
sons. 

It is true, however, that few important happenings have occurred 
inside the country in the past few years, so excellent has been the 
technique of suppression. Even in the normal year of 1935, 206.214 
persons were arrested. In 1938 Korea’s fifteen prisons held 16,315 in- 
mates. The police force, half Japanese, numbered 21,782, and was 
supplemented by an auxiliary force of 200,000, mostly Japanese res- 
dents. It has never been possible to discover how many political pris 
oners there are in Korea, but it would appear that a large percentage 
of the arrests are of this nature. A Korean who made it his business 
to try to find out about these things, told the writer in 1937 that 
there were 6,000 political prisoners serving terms in that year. 

With all their suppression and cleverness, the Japanese have never 
been able to secure active co-operation from the Korean population. 
Those few who pretend to co-operate have their own motives, 
seeking information and strategic positions for future usefulness. 
There are Korean mercenaries who follow in the wake of Japanest 
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Rebel Korea 
armies to sell opium or earn a precarious living, but these degraded 
elements are of little account, despised at home, and often of the 
criminal class released from prison by the Japanese for this purpose. 

Japan has never dared build a colonial army in Korea, as has 
been done in most colonies, nor create a native administration. 
March 1938 was the first time the Japanese permitted military train- 
ing inside Korea, and then only 400 were asked to volunteer as 
students in a new Institute for Training Military Volunteers. Until 
938 Japan never dared even conscript Koreans for training or duty 
abroad, as is done with “Manchukuo” troops; then such Koreans 
were recruited largely from homeless vagrants or heterogeneous ele- 
ments in Manchuria. The few conscripted seem to have promptly 
mutinied. In February 1939 it was reported that Korean conscripts 
sent to Canton mutinied, killed their Japanese officers, and many 
escaped to join the Korean volunteers. Since then China has heard 
little of Korean soldiers among Japanese troops. 

Koreans and Japanese alike will tell you that the Japanese never 
trust any Korean, and never underestimate the Korean threat to 
their regime. There is the surprising admission of the Governor-Gen- 
eral of Korea, General Jiro Minami, who announced in August 1939 
that, “the Japanese Government is concentrating its energy and at- 
tention upon the onerous task of blending Japanese and Koreans to 
make a harmonious whole. Remarkable is the progress made in 
this respect since 1930 or thereabouts, when the Koreans were im- 
mensely alienated in feeling from the Japanese.” 

Thus far, armed uprisings inside the peninsula have been impos- 


' sible, but attacks have been launched from Manchuria where there 


are a million Koreans in exile. Every year since 1910, Koreans have 
carried out sporadic minor raiding attacks over the border, assassina- 
tions of Japanese officials, and sabotage of one kind or another. ‘Too 


_ weak to engage in armed struggle, the Koreans at home have main- 


tained a constant and very successful civil disobedience campaign 
somewhat in the Gandhi style. Japan has tried to force them to 


_ learn the Japanese language, to worship at Shinto shrines, to forsake 
Christianity. The conquerors have tried to restore the ancient feudal 


psychology, religion, and culture, in order to prevent the growth of 
dangerous thoughts, while imposing on the surface a modern, 
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Pacific Affairs 
Japanese-run, transportation and industrial system. But tension be. 
tween conqueror and subject mounts higher and higher. 
Primarily, this is because there are deep-lying economic problems 
in Korea that the Japanese have been unable to solve. The country 
still remains semi-feudal and undeveloped. Japan has been too weak 
financially to rebuild the structure from the ground up. Her own 
poverty has caused her to be a robber empire-builder, looting the 
people through heavy taxation and carrying off surface wealth, 
rather than building the basic industry and improving the agri- 
culture of Korea. This is the inherent weakness of the Japanes: 
colonial method everywhere—lack of surplus capital to export. 
Wealth created at home or abroad goes into maintaining a vast 
army and navy, too top-heavy for the nation’s slender resources. 
The underlying trouble in Korea is the explosive agrarian prob- 
lem, especially debt and tenantry.” In 1938 the population density 
in Korea’s 220,788 square kilometers of territory was 102.5 per square 
kilometer, and 16,659,894 persons derived a livelihood from agri- 
culture. Only 697,959 found jobs in industry, 274,188 in mining, 
235,279 in transportation, and 1,585,271 in commerce. Seventy-one 
percent of the people are farmers, and of the 3,052,392 farming 
households, only 552,430 were landed owners, 729,320 were part: 
tenants, and 1,583,435 were tenants, while 116,020 were hired farm 
laborers. The Japan Year Book, 1940-41 also states significantly: 
“The average size of farm land is one cho six tan (about four 
acres) ... The large ownership of farm lands by a few landlords 
is one of the roots of the difficulties. The majority of farming popu: 
lation have to hand over a greater portion of crops as interest at 
rates ranging from 3°% to 4% per month on borrowed foodstutis 
or money in addition to farm rent which is also high. A farmer 
working one cho eight tan is regarded as a fairly good farmer . .. 
His annual cash income is, however, as small as ¥100. A farmer 
less favorably fared obtains ¥48 per year. Majority of farmers are 
in similar conditions and they form a poverty-stricken communit}. 
Expenditure is always greater than income . . . Eighty percent 0: 


? Japanese interests own three-sevenths of the total land in Korea, including the 
Government, banks, companies and individuals. (Kim San. Japanese figures ua 
available.) 
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Rebel Korea 
the farming community may be regarded as having debts, bearing 
interest at 3°% or 4% per month.” From the same source we learn 
that an average family of six working four and a half acres and 
with an annual cash income of ¥98.50, incurs a debt of ¥23.20 and 
has an accumulated debt of ¥130.00. Never out of debt, the farmer 
eventually loses his land completely. 

For the most part, Japan brought only surface modernization to 
Korea. Transportation facilities, vital to trade and troop move- 
ments, have been her chief concern, and Korea has now 4,214.6 
kilometers of government-owned railways and 1,211.8 kilometers 
in private hands, along with 28,000 kilometers of highways. As 
Korea is frequently devastated by typhoon and flood, some reforesta- 
tion has been done. Epidemic control and modern medicine have 
been brought in, and are now handled mostly by some 3,000 Korean 
doctors, who are considered excellent. Modern banking is another 
improvement, though it is nearly all in Japanese hands and is their 
principal instrument for economic control. Unfortunately, until the 
recent industrial boom, profits from economic development have 
not been reinvested in Korea but go back to Japan or to her interests 
in Manchuria, as most of these profits accrue to the Tokyo Govern- 
ment through government-owned enterprises in Korea. 

Until 1920, no Korean was permitted to start a factory without 
permission of the Government (usually not granted), and the 
country was under complete military rule. No newspaper was per- 
mitted except one issued by the Government. Civil liberties did not 
exist. The Independence Movement frightened the Japanese into 
concessions. Koreans were permitted to start factories freely, though 
in practice they had little capital to do so and the Japanese almost 
completely dominated the field except in small workshops. The 
First World War had stimulated industry in Korea, but the devel- 
opment was again checked by the world depression. 

In preparation for her conquest of China and the whole Far East, 
the Japanese recently adopted a new slogan, “Industrialize Korea,” 
intended to transform the peninsula into a war industry base as 
well as a transportation line. The Hayashi Cabinet in 1937 set aside 
¥1,400,000,000 to carry out a five-year plan for industry in Korea, 
along with ¥2,900,000,000 for Manchuria. Hence Korea experienced 
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Pacific Affairs 
an industrial boom and is now a vital factor in Japan’s war supply 
system. Yet this further intensifies Japan’s problem. Peace or defes: 
means closing down these war industries, and serious disruption 
will result from the economic dislocation. 

Mountainous Korea is rich in deposits of gold, coal (including 
anthracite), and iron, and has nearly all kinds of minerals excent 
petroleum, sulphur, and asphalt. Copper, silver, tungsten, lead, 
graphite, and zinc are also being mined. In 1936 gold production 
amounted to ¥ 49,909,000, pig iron ¥7,866,000, iron ore ¥ 1,429,000, 
steel ¥2,212,000, and coal ¥13,300,000. American interests dominated 
the gold mining industry until quite recently. 

The significant increase in the manufacture of the products «: 
heavy industry, essential as war supplies, is to be noted: 

1933 (yen) 1938 (yen) 
Metals 29,238,000 91,966,000 
Machinery and tools 3,010,000 26,798,000 
Chemicals 51,992,000 352,819,000 

During those same years total manufacturing increased from 
¥ 384,822,000 to ¥1,140,118,000; textile manufacture increasing from 
¥ 38,731,000 to ¥164,821,000, and foodstuffs from ¥201,331,000 to 
¥ 277,207,000. 

It can be seen from these figures how important Korea is be. 
coming as a war base for Japan, and why Japan dare not perm 
any dangerous thoughts of independence among her colonial su)- 
jects. Korea has, in fact, become an appendage of Japan’s home 
economy; hence any uprising there will be of the nature of ao 
internal revolt inside the general system, doubly dangerous since 
will affect the whole Japanese setup so closely. The budget for Kore: 
increased from ¥232,026,949 in 1933 to 505,158,965 in 1938, and 
¥837,786,717 in 1940-41. This is a large budget for a poverty-stricken 
country, and Tokyo has been subsidizing the Government in Kore: 
at the rate of some ¥ 15,000,000 a year for special expenses. Thi 
subsidy does not benefit Koreans, but goes into maintenance 0! 
police and other organs of control. 

Japan’s monopoly over foreign trade is shown by the following 
figures in 1938: Of Korea’s total exports amounting to ¥879,606,0 
¥710,539,000 went to Japan. Of her imports amounting to Y1,055- 
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Rebel Korea 
928,000, ¥.921,345,000 came from Japan. Korea’s principal exports are 
rice, fish, beans, cotton tissues, paper and pulp, machinery and 
fertilizer. Her main imports are millet, soybeans, chemicals, textiles, 
minerals and ores. Over 85° of Korea’s foreign trade is with Japan 
proper. The remainder is with Manchukuo, Kwantung Province, 
the United States, China, British India, the Philippines and the 
Dutch East Indies. China comes next to Manchuria in foreign trade, 
followed by the United States, which has been selling Korea seven- 
teen to twenty million yen worth of goods, and importing only 
one million. These exports to Korea, however, have doubtless gone 
largely into building up Japan’s war machine there. 

Certainly there was never a better example of a complete colonial 
monopoly, a closing of the “open door.” 

The Japanese regime in Korea is as nearly an exact copy of the 
Fascist-military dictatorship in Japan as it can be made, duplicating 
the same government control and ownership of industry. In the 
revenue side of their 1940-41 budget, we note ¥107,180,620 in tax 
receipts and ¥414,102,469 as “receipts from government undertak- 
ings and properties.” The principal expenditures were for railways 
(¥ 355,158,548) and various government expenses. Military affairs 
received *¥50,481,760. One notes a quaint little item of ¥249,778 
“against thought crime.” The budget provided only ¥ 3,266,999 for 
“schools and libraries.” Total enrollment in all schools was only 
1,981,587, two million children of school age being without any 
facilities. There is only one university in Korea, with 516 students 
in 1938, most of whom were Japanese.’ Japan tries to discourage 
higher education, except for doctors and lawyers, and insists that 
such aspirants go to Tokyo to be Japanized. Strangely enough, how- 
ever, those who do so learn radical Marxism instead from their 
Japanese schoolmates, and Japan is the mother of Marxist thinking 
in Korea, There were 9,086 Korean students in Japan in 1938, the 
majority of whom worked their way through school. 

There are other and special influences which contribute toward 
making it impossible for the conquerors to Japanize Korea or to 
obtain co-operation from the population, in spite of the excellent 
police control. Most important is the fact that the Korean nationalist 


In 1935 this university in Seoul had 675 students, of whom 465 were Japanese. 
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Pacific Affairs 
liberation struggle is not isolated, but part of an international com. 
plex. This fact has created many cliques and groups with divergent 
policies. At the same time it provides a broad base for a final 
favorable outcome. Aside from economic and social factors common 
to the colonial problem in Asiatic countries, Korea has been spe- 
cially influenced by Christianity and American policy, by the anti- 
Japanese centers in exile in Manchuria and Siberia beyond Japanese 
control, and by neighboring Soviet Russia and Marxist-inspired 
movements in Japan and China. The history of the Korean no. 
tionalist movement shows the interplay of these forces. 


es important thing about Korea in the present war is not only 
its strategic position, but the strong and experienced nationalist 
movement outside its borders. This Korean movement is peculiar 
in that it has been so largely in exile, for the Japanese drove ou 
most of the leaders, soldiers, educated youth, and especially pro- 
American Christians. The half-million Korean exiles in the Chientio 
triangle in Manchuria, which lies between the Korean and Siberian 


frontiers, constitute a most strategic center of unrest. In other parts 
of Manchuria are half a million other Koreans. It is impossible to 
secure any accurate figures on the anti-Japanese volunteers there, 
but according to Kim San, a Korean leader closely connected with 
the organizers, there were in 1937 from 50,000 to 70,000 armed 
Korean partisans and 10,000 volunteer troops. Of the latter, 3,000 
were commanded by nationalists, while 7,000 were controlled by the 
Korean communists. In Siberia ate approximately 200,000 Koreans. 
An important item also are the Korean workmen in Japan proper, 
where there were 300,000 in various industries in 1937. 

Kilsoo K. Haan, who heads the Sino-Korean League in Wash- 
ington and is representative there of the Korean Volunteer Corps in 
China, gives the figure 7,000 as approximately the number of Koreans 
in uniform in China, including those scattered in various Chinese 
armies. His information also indicates that there were 38,000 Korean 
soldiers in the Soviet Far Eastern Army. The Korean Volunteer 
Corps in China, headed by a veteran fighter named Kim Yak-san, 
fights under orders of General Chiang Kai-shek and is supported 
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Rebel Korea 

by the Chinese Government. It is a nucleus of experienced and 
trained military leaders with long records of anti-Japanese activity. 
Many China exiles have already secretly made their way back to 
Korea and Manchuria to co-ordinate and organize activities, and 
others are anxious to do so, as Manchuria is now considered the 
principal organizing center for Koreans. Such Koreans are inval- 
uable in espionage and sabotage work. Nearly all trained leaders 
speak both Japanese and Chinese and usually use either Chinese or 
Japanese names to hide their identities. 

Since 1937 Koreans have infiltrated the railway system and mu- 
nitions industries in Manchuria and China, and occupied other 
key positions. Many have been arrested and executed, for whenever 
sabotage or mysterious happenings occur, Koreans are blamed. 
News of Korean activities is seldom published, not only because 
of Japanese censorship, but because the Koreans themselves keep 
strictly underground and usually give out no information to anyone. 

Korean leaders separate the development of their revolutionary 
anti-Japanese movement into three general periods: (1) the nation- 
alist period from 1919 to 1924; (2) the internationalist period in- 
fluenced by Marxist ideology from 1924 to 1935; and (3) the “Na- 


tional Front for Korean Liberation,” which began in 1936. Within 
these three periods they mark out six phases: first, the typically 
bourgeois nationalist movement from 1919 to 1924, under middle- 
class leadership with, second, a brief parallel anarchist phase from 
1921 to 1922; third, a period of struggle for hegemony between the 


“ 


pure” nationalists and communists from 1924 to 1926; fourth, the 
union of the Left nationalists with the communists from 1926 to 
1928 under the organizational leadership of, the communists—not 
joined but also not opposed by the Right nationalists; fifth, a period 
of political struggle for leadership in Korea between the communists 
and nationalists from 1928 to 1935; and sixth, the reunion of all 
classes and parties, beginning in 1936, in a common national front. 
It must be observed that no Korean political party is legal in Korea 
itself, and though underground membership is not large in any 
party, the cohesion of various forces in the country is such that each 
group falls into line readily. 

In the first period, in which the middle-class were dominant, the 
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Korean anti-Japanese movement took on in part a religious, even 
a Christian, aspect. Though it has only half a million followers, 
Christianity is the leading religion in Korea, as Japanese writers 
admit. This is because it was adopted by the modernized bour- 
geoisie and intellectuals and became the focal point of the middle- 
class independence movement. As in medieval Europe, Protestantism 
in Korea has been a revolutionary force in breaking down the 
feudal society. Aside from the Catholic Philippines, Korea is the 
most thoroughly Christianized nation of the Orient, from the point 
of view of Christian influence over the culture, education, leader 
ship and political ideology of the country. Koreans make devout 
and understanding Christians and support their own churches vol: 
untarily. They have had to suffer deeply for their religion under 
the Japanese, and this gives their Christianity some of the origina! 
spirit of sacrifice and struggle. There were in 1938, 494,500 Chris. 
tians in Korea, including 287,200 Presbyterians, 54,628 Methodists, 
8,277 Episcopalians and 113,833 Roman Catholics. Churches num- 
bered 5,185. In addition, a large percentage of Koreans in exile are 
Christians, driven out partly because of persecution of Christianity 
under the Japanese. Those in Manchuria are especially devout. In 
comparison, Japanese figures list only 200,000 Korean adherents oi 
Buddhism, 18,000 of Shintoism, and 82,000 of the native Chundokys 
(Tendokyo). There are over 400,000 Buddhist and Shintoist J.p.- 
nese in Korea, however, as well as 5,800 Japanese Christians. Wha 
the rest of the population may be is not noted by the census-takers. 
Many young Koreans, especially of a leftist tendency, do not register 
themselves as Christians, though they are the product of Christian 
families and education. Also the Chundokyo, though in decline, is 
much more powerful than indicated, and its members probably re- 
fuse to register with the Japanese, for it is not recognized by the 
Japanese regime. This is not so much a religion, however, as a cover 
for an agrarian movement. It is humanistic in teaching and says 
that “Man is God.” The Chundokyo led a great agrarian uprising 
in the middle of the nineteenth century similar to that of the 
T aipings in China, and in 1919 had about two million members. 
American influence in the Korean Christian movement has been 
very strong and, curiously enough, mothered the Independence 
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Rebel Korea 

Movement of 1919. American missionaries brought the first modern 
education to Korea, and their students went to the United States 
for higher education before the Japanese occupation. After 1910 
many returned in exile, but when Wilson’s Fourteen Points in- 
dicated a promise of self-determination for weak nations, they went 
back to Korea and took the lead in organizing the March 1st 
Independence Movement, along with the Chundokyo. The Ko- 
rean Declaration of Independence then promulgated was modelled 
on the American document. 

This peaceable, unarmed mass demonstration in 1919 was in- 
tended to influence the Versailles Conference to assist Korean in- 
dependence. It was forcibly dispersed, with thousands killed and 
imprisoned, the Christians bearing the brunt of the suppression. 
Bitterness and hopelessness spread over the population, but the 
1919 uprising caused Tokyo to change the former military regime 
to what the Koreans call Admiral Saito’s new “cushioned-paw im- 
perialism,” which made concessions to upper-class Koreans. Rebel 
leaders fled again into exile, however, and frustrated youth “crossed 
the Yalu River” to take up arms in Manchuria or to form ter- 
rorist societies in Shanghai. 

After 1919, the French Concession in Shanghai became the prin- 
cipal directing point for Korean revolutionary activities. Three 
thousand exiles gathered there and organized their own independent 
Korean Provisional Government, repudiating the Japanese regime 
at Seoul. The Korean flag waved proudly over their building, and 
financial support was received secretly from sympathizers in Korea. 
Rhee Syngman, who had received his Ph.D. from an American uni- 
versity and was a friend of President Wilson, was elected president, 
and the former commander of the Korean Army, General Li 
Tung-hui,* became premier. The first congress was held on March 
1, 1920, when a democratic constitution was adopted. This govern- 
ment has never been dissolved. In September 1940, it was revived 
with headquarters in Chungking. Rhee Syngman is now in Wash- 
ington, still hoping for American aid in winning Korean inde- 
pendence. For many years he has never failed to present Korea’s 


‘In Anglicizing, the Korean revolutionary leaders are generally identified under 
the Chinese names which they assumed in exile. 
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case before Washington and Geneva, whenever a change in the Far 
Eastern situation occurred. 

The Korean Provisional Government had its heyday from 1919 
to 1924. There were two principal nationalist groupings then: the 
“American” group and the “Siberia-Manchuria” group. The “Amer- 
ican” group, which had a majority, gained its name from the fact 
that it believed the United States would eventually have to assist 
Korea as an ally, since there would have to be a clash one day with 
Japan, and advocated diplomatic solutions. The idealistic, peaceable 
Christian population of Korea particularly hoped for this, and partly 
because of this “American” influence in their ranks, the Japanese 
have never ceased persecuting them in a special effort to stamp i: 
out. Many of the 2,000 Koreans in the United States, and of the 
6,700 in Hawaii, still support the Provisional Government, and are 
strongly anti-Japanese. 

The “Siberia-Manchuria” group, representing the Koreans in 
those regions and led by General Li Tung-hui, had little faith in 
aid from America or the League of Nations, and most of the fol- 
lowers wanted to organize open fighting with the Japanese. They 
had fought guerrilla warfare for years and wanted to send an army 
of Korean troops from Manchuria and Siberia to drive the Japanese 
out of Korea by force, having then about 6,000 troops in the Korean 
Army of Independence in Manchuria. They also wanted to co- 
operate with Soviet Russia. The Koreans in Siberia had organized 
a large Siberian Korean People’s Association which sent Li t 
Shanghai in 1919 as delegate.° 

In 1922 the Korean parliament rejected Li’s program, and he re- 
signed and went to Moscow to consult Lenin. He had decided that 
the Provisional Government was incapable of action, and wanted 
instead to organize a broad nationalist revolutionary party along 
liberal lines. Lenin agreed to this and promised him help. 

In 1924 a Korean People’s Delegates Congress was called in 


5 Korean “partisans” in Siberia had fought in the October Revolution and against 
the Japanese during the Allied Intervention, as reward for which they receive: 
land and recognition, and in 1921 a Korean Soviet Committee was established as 4 
self-government authority. When the Intervention period had ended however, the 
Soviets apparently did not want at that time to antagonize the Japanese by permitting 
Siberia to be used by Koreans as a base for launching armed attacks. 


« 36» 


A fairs 


1e Far 


1 1919 
n: the 
Amer- 
fact 
assist 
y with 
ceable 
partly 
Danese 
mp it 
of the 
id are 


ins in 
ith in 
1e fol- 
They 
arm} 
Danese 
orean 
to Co- 
ynized 


Li to 


he re- 
d that 
yanted 
along 


led in 


against 
received 
ed as a 
ver, the 
rmitting 


Rebel Korea 
Shanghai which was attended by 600 delegates from Korea, Russia, 
Manchuria and America. After a month’s session no unity could 
be achieved and the Korean movement split along two antagonistic 
lines. One group wanted to reorganize the Provisional Government 
and strengthen it to lead the movement for independence, and the 
other to organize instead a single big revolutionary party, as Sun 
Yat-sen was then doing in China. 

After this affair the Provisional Government declined in power, 
and the Marxist influence rose, as it did likewise in China. The 
narrower idea of pure nationalism and independence gave way to 
a concept of international co-operation in a general anti-feudal, 
anti-imperialist movement. This gradually developed into a sym- 
pathy for socialism influenced largely by the Russian example. 

Before discussing the general movement further, the anarchist and 
terrorist phase must be noted. This seems to develop in police 
states, especially agrarian countries, where concerted mass action is 
difficult. Koreans are famous in the East as redoubtable terrorists, 
capable of extreme personal bravery and recklessness. The most 
spectacular Korean activities in the public press have been the 
recurrent assassinations and sabotage. While older heads were en- 
gaged in talk, militant youth went in for direct action. In the 
winter of 1919 two secret societies were created outside Korea to 
make reprisals against the Japanese. These were the Yi Nul Tan, 
with branches in Shanghai, Peking, Tientsin and south Manchuria, 
and the Ché K’é Tan centering in Manchuria and Siberia. The 
Yi: Nul Tan was the more active and carried out 300 cases of 
terrorism and assassination against the Japanese up to 1927. It once 
had in Shanghai twelve secret arsenals for making bombs, which 
were directed by a German. From 1919 to 1927, the Japanese exe- 
cuted 300 members of the Yi Nul Tan and most of the rest were 
killed fighting in the Chinese revolution. Only a handful are now 
alive, including the former chief of the Yi Nul Tan, Kim Yak-san, 
who is now commander of the Korean Volunteer Corps in China, 
and in 1935 was elected secretary of the Union for the Korean 
National Front. He was the No. 1 Yi Nul Tan hero for many 
years and the Japanese would rather catch him and the No. 2 hero, 
Wu Seng-nun, than any other living Koreans. These two have 
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Pacific Affairs 
longer police dossiers of anti-Japanese activity than any other Ko- 
reans on Japanese records. Wu Seng-nun became a communist, and 
is now head of 7,000 Korean Volunteers in Manchuria. 

The Yi Nul Tan was dissolved in 1927, and remaining members 
became either nationalists, communists or members of an anarchist 
federation. This phase of individual terrorist acts kept the Japanese 
in a highly nervous state, and no important Japanese official felt 
quite safe in making a public appearance in Korea, China or Man- 
churia. The last important episode occurred after the Shanghai war 
in 1932, when a young Korean of twenty-two threw a bomb into 
the middle of a platform where the highest Japanese officers and 
diplomats in China were gathered. General Shirakawa, Commander 
in chief of the Japanese forces in China, was killed. Mamoru Shige- 
mitsu, then Minister to China, was wounded. Admiral Nomura, 
Japan’s last prewar Ambassador in the United States, lost an eye, 
and several other important personages were killed or wounded. 

More important than any other anti-Japanese activities, has been 
the nationalist movement among Korean exiles in Manchuria which 
Koreans consider today the main directing center. When Japan won 
control of Korea after the Russo-Japanese War, they began in 1907 
to enforce the demobilization of the Korean Army of 70,000 men. 
Led by General Li Tung-hui, many of the troops fought against 
the Japanese attempt to disarm them, retreating to the mountains 
where they struggled sporadically until a large expedition from 
Nippon occupied the entire country. General Li held out until 1911 
in a mountain fastness, then retreated with 5,000 soldiers to Kirin 
in east Manchuria, where a colony of Christianized Korean farmers 
already existed. There the officers and soldiers established military 
schools and training centers, and it was this “Korean Army of Inde- 
pendence” that conducted regular forays across the Korean border. 

At the end of 1920 this army created the international “Chientao 
Incident” when Japanese troops first invaded Manchuria without 
anybody's permission. The Koreans occupied Hunchun, the capital 
of the Chientao region and killed some Japanese, raided their bank, 
and bombed their consulate. Tokyo sent an ultimatum to the 
Peking Government, and rushed in two divisions of troops. The 
Korean army escaped to Siberia and out of revenge Japanese troops 


« 38> 


( 
( 


and 


ibers 
chist 
inese 
| felt 
Man- 
into 
and 
under 
hige- 
nura, 
eye, 
d. 
been 
vhich 


Won 


Fainst 
itains 
from 
| 1911 
Kirin 
rmers 
itary 
Inde- 
order. 
lentao 
ithout 
apital 
bank, 
o the 
The 


troops 


Rebel Korea 
massacred the civilian population instead. They killed over 6,000 
Koreans with great atrocity. Christian pastors were reported tor- 
tured to death and buried alive, while their schools and churches 
were destroyed. The Korean Army of 6,000 men circled around and 
returned to continue battle. Two thousand Japanese troops were 
killed in the fighting, and the Koreans retreated again to Siberia. 

From 1924 to 1931 the Korean nationalists had two separate but 
co-ordinated governments functioning in Manchuria, with self- 
government in the local communities, their own schools and Chris- 
tian churches, their own police and courts. The Chen Yi Fu gov- 
ernment centered around a colony of 70,000 Koreans in the Hsinking 
district in Fengtien Province, and its president was Heng Mu-kuan. 
The Chan Yi Fu government, headed by a famous Korean named 
Kim Tsa-ting, had its capital among 30,000 Koreans in northern 
Kirin Province. After the Japanese occupation in 1931, both were 
closed down, but a new and spontaneous anti-Japanese guerrilla 
movement started, co-operating with the Chinese volunteers. 

The Korean source of much of the material contained in this 
article, Kim San, who helped organize activities in Manchuria just 
before 1931, recalls that most of the Koreans there were anxious to 
obtain Chinese citizenship then, and were begging the Chinese to 
work with them against the threatened Japanese invasion. Unfor- 
tunately, the then Chinese authorities in Mukden antagonized the 
Koreans to conciliate the Japanese. Accused of being communists, 
many Korean leaders were arrested and executed by the Chinese. 
The underlying trouble was the land problem, for the Koreans were 
nearly all poor and many were tenants under Chinese landlords, 
having to pay from 50% to 70% of their produce in rent. In the 
meantime the Japanese were intriguing to cause trouble between 
Koreans and Chinese to their own advantage. It will be recalled 
that the Wampaoshan Incident in July 1931, a fight between Korean 
farmers and Chinese and Japanese police, was the signal that started 
off the subsequent clash in Manchuria between China and Japan. 
Since 1938, however, Koreans say they have re-established good re- 
lations with the Chinese and their armed guerrillas get close co- 
operation in their anti-Japanese activities. 

The Japanese cannot rely on the million Koreans in “Manchukuo” 
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Pacific Affairs 
to aid their control of that country. On the contrary it is here, es- 
pecially in the explosive Chientao region, that the first armed up- 
rising against Japanese control is to be expected. That is why so 
many Korean rebel leaders, long exiled in China, have recently 
made their way secretly into Manchuria, which has been the heart 
of the nationalist movement since the Army retreated there in 1911, 

Frequently small news items indicate Korean unrest in Man- 
churia. For example, a Transradio Press Service Dispatch dated 
September 22, 1941, from the capital, Hsinking, stated that an 
attempt by a secret Korean Christian group, called Shrinrethai, 
to overthrow the Manchukuo regime had been bared and seventy- 
two ringleaders arrested on September 3. Branches were found to 
exist in five regions, and the leaders were said to have been smug- 
gled in from Korea “where they had been engaged in similar sub- 
versive acts.” 

As already indicated, a leading role in the Korean independence 
movement has been played by the Korean communists. The 
Korean communist movement is the earliest of any Eastern coun- 
try outside the U.S.S.R. In 1918 General Li Tung-hui, then in 
Siberia, organized the first Korean communist party, called the 
Irkutsk Party. When Li went to Shanghai in 1919 he and a Korean 
named Kim Lib organized a Korean communist party of 100 mem- 
bers, the two returning together to Moscow in 1922 for further con- 
sultations. Li died near Vladivostok in 1928, and Kim Lib was assas- 
sinated by political enemies in Shanghai in 1924. 

For six years Korean communist activities were directed from 
Irkutsk and Shanghai, members going into Korea and Manchuria 
secretly for their work. Then in 1924 the party was organized in 
Korea and Manchuria. Though small in membership it gained a 
considerable following. In 1928 the Japanese swooped down upon 
this following and arrested a thousand peasant and labor leaders. 
From that time on, communist activities suffered extreme suppres- 
sion, as in Japan proper, for the Japanese had become afraid of 
them. In particular do the Japanese fear the co-operation of the 
Japanese and Korean communist movements, which have come 
closer and closer together in recent years. 

Information received from a leader of the Korean communist 
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Rebel Korea 
movement places the beginning of an independent working-class 
organization in Korea with the creation of the Proletarian Union 
garted in 1921. From 1921 to 1924 there were also the Seoul Young 
Men's League composed of 4oo different organizations and repre- 
senting 50,000 members, and the “Tuesday Association,” composed 
of 500 organizations with 60,000 members. In 1924 the League 
joined with the Korean Communist Youth and the Tuesday As- 
ciation with the Communist party. From 1926 to 1928 the Left- 
wing nationalists joined with the communists through the medium 
of the Hsin Kan Hui, which numbered 50,000 members and had 
140 district branches. This was broken by the Japanese in 1929. 
“Korea,” comments this leader, “has no real reform movement. 
All struggle is revolutionary because of her servitude under im- 
oerialism. Hence, any small movement in Korea is multiplied 
many times in influence.”® 

The years 1925 to 1928 saw the quick rise of revolutionary move- 
ments not only in Korea. China and Japan, but in Formosa, Indo- 
China and Burma, and ...- co-ordination of an anti-imperialist 
‘ont. The main driving force was in China where the Kuomin- 
«ng then had an internationalist policy rather than a narrowly 
nationalist one. This gave great hope to Koreans, and they antici- 
pated that when the Northern Expedition destroyed the warlords 
1 North China, Korea would have strong allies nearby for her 
wn struggle. Korean leaders flocked to join the Chinese move- 
ment. Eight hundred of their best leaders enlisted, including 100 
‘rom Siberia and goo from the Army of Independence in Man- 
churia. Most of these volunteers were killed by 1928. Many held 
sey positions in the Kuomintang armies and training centers, for 
they were experienced political and military men. Thirty of these 
atived on Borodin’s staff from Moscow, where they had studied 
in the Red Military Academy and political schools. At the end of 
927, two hundred Koreans fought in the Canton Commune, and 
a number later worked in the Chinese Soviet districts, as well as 
a the underground movement. One Korean veteran from Kiangsi, 
named Wu Ting, became chief of staff of the Chinese Red Army. 
When the Kuomintang turned Rightist in 1927, Koreans became 


* Song of Ariran, by Kim San and Nym Wales, New York: John Day. 
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Pacific Affairs 
discouraged, feeling that they had lost their greatest hope. Korean 
students concentrated in Tokyo instead of China, and Korean com. 
munists began to work more closely with Japanese communists, 

The communists have the strongest political party among Ko. 
reans today, having co-ordinated centers in Siberia, Manchuria and 
China, as well as connections with the Japanese and Chinese sister. 
parties. They have also influence with other parties and groups, 

Korean “pure” nationalists are declining in influence, and their 
ranks are unfortunately split into many cliques and parties. Of the 
early pure nationalist movement, the conservative Provisional Gov. 
ernment has good following among Koreans in Hawaii and Ame: 
ica and has some support from the Chungking Government, as Ww! 
as inside Korea. President Syngman Rhee’s party is called th 
Dong Ji Hoi, and there are other separate Korean national Asw- 
ciations in America and Hawaii, including the Korean Indepen- 
dence League in Hawaii, founded by General Pak Young-man. 
The Christian non-party nationalists inside Korea center loose’ 
around the Oriental Daily News" edited by Li Kuang-ssu, wh 
with An Ch‘ang-ho, was considered leader of the nationalist move 
ment inside Korea for many years. The latter was imprisoned }j 
the Japanese in 1932, and died in 1938 following his release, much 
mourned by all Koreans. The Chundokyo is also still a fairly strong 
nationalist movement among non-Christians in Korea. 

The nationalist mass party system, supported by leftists an: 
nationalists alike, which was organized by Li Tung-hui’s followes 
in 1924, has thrived. The main party is the Kaoli Kemingtang «: 
Korean Revolutionary Party. Then there is the similar Kaol: He'- 
mingtang in north Manchuria, and the Han Yin Hut of sou. 
Manchuria. In China the principal nationalist group is the lier 
Korean National Revolutionary Party. 

These groupings have approached a good deal of unity since 10% 
when important Korean revolutionary leaders from Korea, M0 
churia, Japan and China gathered secretly in Shanghai and org: 
ized the Union of the Korean National Front, supported alike » 


7 As no political party can be openly active in Korea, this newspaper is mor 
a political instrument than a journalistic enterprise. The Japanese seem to )* 
its existence partly because it serves as a useful barometer of public opinion. 
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Rebel Korea 
nationalists, anarchists and communists. After much discussion 


with their constituencies, they drew up a democratic program an- 


nounced in July 1936, on which all agreed to co-operate. The basis 
{the united program was recognition that the present phase of the 
Korean movement was that of a bourgeois-democratic revolution 
aiming first to overthrow imperialism and feudalism and to es- 
ublish a free republic on the basis of the anti-Japanese struggle. It 
provides for the overthrow and confiscation of Japanese imperialist 
vaterests and the nationalization of present government-owned and 
monopoly enterprises, but protection of native Korean propertied 


F interests. All classes, parties and religions were asked to co-operate. 


Economic reforms and civil and religious liberties were to be insti- 
tuted, but the principle of private Korean-owned property was to 


Fbe respected and difficulties between landlord and peasant and 
labor and capital were to be arbitrated; all sectional interests were 


to be subordinated to the common fight for national freedom. 
Today, this united Korean national front against Japan is op- 


‘erating in a new situation in which its enemy is involved in a 


major and difficult war. Conditions for successful revolt are becom- 
ing more and more favorable. When the watchful Korean leaders 
will try to put their plan of action into effect, one cannot judge. 
But that they will take advantage of every Japanese misfortune is 
certain, 

Connecticut, January 1942 
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THE PROSPECT FOR 
CHINA’S INDUSTRIALIZATION 


H. D. 


Win the spread of Western culture and civilization, in. 
dustrialization has assumed a phenomenal growth in many parts 
of the world. In the West, notably in Northwestern Europe star- 
ing with the British Isles, industrialization began a century and a 
half ago. In these countries coal and iron, together with capital 
accumulated mainly from maritime and colonial commerce, could 
be found in abundance. Historically, it is evident that industrialize. 
tion acts not only as a spontaneous, unconscious, and self-generating 
factor for nation-building, but also transforms itself at once into : 
deliberate, conscious, and planned policy of all governments, in the 
hands of far-sighted statesmen. 

China is no exception to this general trend of development. Here 
the need for industrialization is no less urgent than in any other 
country. Both economic poverty and military decadence have con- 
tributed to the demand for industrialization. Under a predomi 
nantly agricultural economy China’s poverty is characterized by 
an unfavorable man-land ratio, which gives rise to the perennial 
struggle of an overcrowded population for the limited supply of 
cultivable land; while her military decadence increased through 
the successive defeats which she suffered at the hands of industrial. 
ized Powers for almost a whole century following the Opium War 
of 1841-42. 

Attempts at China’s industrialization were launched as early 3 
the reign of Emperor Tung-chih after 1862. Under the leadership 
of Tseng Kuo-fan, Tso Tsung-tang, and Li Hung-chang, the states 
men responsible for the revival of the Manchu dynasty after the 
Taiping Rebellion, several factories were established for the manu: 
facturing of ammunition. This period, lasting from 1862 to 157) 
was followed by commercial product manufacturing during 157+ 
1894, influx of foreign enterprises from 1895 to 1902, cancellation o* 
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The Prospect for China’s Industrialization 


repurchase of foreign concession rights from 1903 to 1911, indus- 
trial prosperity under Chinese initiative from 1912 to 1931, depres- 
sion and attempts at recovery from 1931 to 1936, and finally the 
retreat towards the great interior since 1937. Throughout this long 
period of eighty years, China’s feeble attempts at industrialization 
have been thwarted at many points by civil war on the one hand, 
and by foreign invasion on the other. The achievements to date, 
although meagre when judged by Western standards, represent 
nevertheless considerable departures from the economy known to 
China since the dawn of her history four thousand years ago. In 
assessing, with lessons of history, the prospects of China’s indus- 
trialization, the task here is merely to point out the main factors 
that have facilitated or retarded the progress of industrialization. 
The problem as to what are the principal fields in which lie the 
future of China’s industrialization will have to be reserved for 
discussions some other time. 


ae begins with the possession of capital. In the West 
the accumulation of capital had taken place for many centuries be- 
fore industrialization set in during the second half of the eighteenth 
century. In England, the birthplace of industrialization, the ex- 
pansion of foreign trade from the fourteenth century onward re- 
sulted in an accumulation of capital which provided the basis 
for industrial development. In China capital accumulation is in- 
significant for many reasons. Here foreign trade is almost negli- 
gible when compared with her enormous population. Trade has 
ill along been domestic; such trade is likewise limited because 
of the self-sufficient character of her national economy. The pre- 
dominance of agriculture over industry and trade ties up what- 
ever meagre capital she may have accumulated in the form of in- 
vestment in land which is immobile. The time-old family system 
calling for equal division of property among the descendents is a 
deterrent to large-scale accumulation of wealth, which probably 
counts for the necessary provision of capital by the state when 
the first factories were started in the early ’sixties under the Man- 
“hu dynasty. Today, after a period of eighty years, modern indus- 
tnal capital amounts to only 3,808 million dollars (prewar value, 
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Pacific Affairs 
approximately equivalent to 1.3 billion U. S. currency) which, 
estimated on the basis of a population of 450 millions, gives a pe; 
capita share of less than nine dollars.’ It must also be noted tha: 
small as the total industvial capital is, the share for domestic capi. 
tal reaches only 987 million dollars or 26%; the rest, 2,821 million 
dollars or 74%, being foreign capital invested in China. 

The problem of capital looms larger when it is remembered th. 
a good part of modern industrial capital in China today has been 
destroyed in the course of the past four and a half years of war, 
Much of China’s modern industrial capital is located in areas now 
occupied by the Japanese, while in “free China,” mainly in south. 
western and northwestern regions, modern industrial capital 
only a recent development. Before the Sino-Japanese War south. 
western and northwestern China did not possess more than, at the 
best, one-tenth of China’s modern industrial capital. When the wo: 
came, a large part of the modern industrial capital in the “occu 
pied” areas was abandoned or destroyed; while the rest was re. 
moved, first from Shanghai, Wusih, and Nanking to Hankow 
and Changsha, and later thence to Chungking, Chengtu, Sian 
Kweilin, Kweiyang, and other places. Meantime, in the rear prov- 
inces, new factories were erected; so were workshops under the im: 
petus given by the Chinese Industrial Co-operative Movement, 
popularly referred to as “Indusco.”* All in all, modern industri! 
capital in “free China” today has increased over that in prewar 
days, but in aggregate it cannot have reached, as a rough approx 
mation, two-tenths of the modern industrial capital in  prewsr 
China. The sum is thus altogether inadequate for China’s indus 
trialization even on a moderate scale, and naturally gives rise | 
the question as to sources of capital supply once the present war 
over and the all-embracing blockade is lifted. 

As stated elsewhere, modern industrial capital in China is ¢: 
vided in ownership, three-quarters being foreign and one-quare’ 
Chinese. Foreign industrial capital in China, which increased 


1 Estimate by Koh Tsung-fei in an unpublished article to which the present wn! 


is kindly given access. 
2 For a detailed and sympathetic account see Nym Wales, China Builds for 


mocracy: A story of co-operative industry, Hongkong: Kelly & Walsh, 1941. 
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The Prospect for China’s Industrialization 

greatly after the conclusion of the Treaty of Shimonoseki with 
Japan in 1895, granting under it the right to erect factories on 
Chinese soil to foreigners, has all along been an important factor 
in China’s industrialization, and will undoubtedly continue to be 
so once China decides to rebuild her industrial areas upon the con- 
dusion of the present war. Two problems will then present them- 
selves in connection with the utilization of foreign capital. The 
first is political, that of separating foreign investment from foreign 
political control. In the past, foreign investment had been a means 
wward the acquisition of foreign rights and interests—the so-called 
foreign “spheres of interests.” Of this the most notable example is 
that of the South Manchuria Railway. This company, as has been 
well remarked by a recent writer, “deserves to rank with the East 
India Company and the Hudson’s Bay Company as one of the great 
smi-governmental economic organizations of history. Founded after 
the Russo-Japanese War with a modest capital of 200,000,000 yen, 
part of which consisted of the damaged and depreciated properties 
which had been taken over from the Russians, it has grown on a 
truly imperial scale and is today far and away the largest corpora- 
tion functioning in East Asia. Receipts of 12,500,000 yen in the first 
year of its operation had increased to 302,000,000 yen in 1935-36. 
Besides operating what is probably the most efficient railway system 
in Asia, the South Manchuria Railway is a heavy investor in almost 
all the major industrial enterprises of Manchoukuo, in Fushun 
coal, Anshan steel, the new chemical company, and many other 
mines, mills, and factories.” China, when the war is over, will be 
greatly depleted of her meager capital stock, and must inevitably 
ook toward the creditor nations, especially the United States, to 
inance her industrial development. The separation of investment 
‘rom political control will then have to depend on the extent to 
which China can satisfy the minimum demand of her foreign 
editors, namely, peace and order which is indispensable to profit- 
ble investment. 

The second of these two problems is economic. When Dr. Sun 
Yat-sen, founder of the Chinese Republic, advocated in 1922 in his 


‘Chamberlain, W. H., Japan over Asia, Boston, 1938, pp. 45-46. [In recent years 
me of the industrial enterprises in Manchoukuo have been removed from the aegis 
‘the South Manchuria Railway.—Ed. ] 
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International Development of China foreign investments for Chi. 
nese industrial development, the world was confronted with the 
problem of excess industrial capacity arising from the cessation of 
the First World War. The Second World War now in full swing 
is far more extensive in area, as well as intensive in capital destruc. 
tion. When it comes to an end, it remains a problem whether the 
excess industrial capacity arising from the cessation of war will be 
diverted to rehabilitation at home by the various foreign govern- 
ments or to overseas investment. It is certain, however, that the 
United States, as the world’s leading nation in possession of an ex. 
cess capital seeking investment, will, despite the financial drain 
which she may have to sustain on account of her recent war against 
Japan, Germany, and Italy, have sufficient capital seeking for in. 
vestment in foreign countries after the war is over. Now that she 
has thrown in her lot in common with China, Britain, and the 
Dutch East Indies in the Far East—the ABCD Alliance—and has 
definitely committed herself to the defeat of the Axis Powers in- 
cluding Japan, a nation noted for its “brilliant feat of deception,” 
her interest in Chinese postwar industrial development is no longer 
purely economic, but also highly political. For it is only if China is 
free and independent and given opportunity to industrialize with 
foreign financial and technical aid that she may serve as a stabiliz 
ing factor in Far Eastern politics.® Already not a few people have 
advocated a long-range industrial development project akin to the 
Tennessee Valley Authority (TVA) to be launched in postwar 
China, which will embrace a program of comprehensive industris: 
development with American capital and technique covering th: 
basic needs of postwar China for modern means of transpor, 
scientific agriculture, and large-scale manufacturing.° 


* Phrase used by President Roosevelt in his speech to the American nation bro. 


cast on the evening of December 9, 1941. 
5 Peffer, Nathaniel, Prerequisites to Peace in the Far East, New York: Institute 0! 


Pacific Relations, 1940, Chapter VI. 
® Lack of space does not permit us to efter into a detailed discussion 


transfer problem arising from foreign investment, but suffice it to say that in th 


course of industrialization China in a new postwar world of closer economic ¢ 
operation, even though confined only to the democratic nations, will have he 


contribution to make once her existing and potential resources are better developed 


and utilized. 
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The Prospect for China’s Industrialization 


ie The possibility of raising capital from among the Chinese them- ; 
ith the selves is twofold, namely, from the Chinese at home and from the . 
baw of Chinese overseas. Capital within China is derived from credit ex- - 
ilas pansion, as well as excess of production over consumption. Under . 

lia: a unified fiscal policy the four government banks—Central Bank, ; 
her the Bank of China, Bank of Communications, and Farmer’s Bank—can he 
will be expand their credit, reduce the rate of interest, and thus encourage 
over. investment in China’s postwar industrial development. Income 

bat the from these investments when saved but not consumed will be avail- . 
en able for further investments, and thus the process tends to become c 
re cumulative and an expanding capital fund may be created for the | 
against purpose of financing China’s postwar industrialization.’ The proc- | 
Bibes ess of raising capital through excess of production over consump- 

ba thie tion is less hopeful than that of credit expansion. The low standard ey. 
ah the of living in China, which has been much reduced on account of = 
sik tase the war, cannot be expected to sustain still further encroachments. | 

a Thus consumption cannot be reduced through a lowering in the ' 
ption,” standard of living, although with better income distribution there 7 
longer may still be margin for economy. Production, on the other hand, 

‘hina i cannot be much increased unless accompanied by mechanical im- es 
si gut provements that will have to come through industrialization. How- q 
sata. ever, the capital that has fled abroad in course of the war, estimated : 
he hive to be US$200,000,000,° and blocked since July 25, 1941, at the re- i 

to the quest of the Chinese Government by the Governments of the _ 
postwar United States and Great Britain to which most of the Chinese ; 

aaatsl capital in flight has gone, should be placed with due compensation 

ing. the in the hands of the Chinese Government for postwar industrial 

anspor, development. 


A second source is the investment by the overseas Chinese, who 
in the past have contributed a fair share toward Chinese industrial 
on brow development in textile, chemical, and other enterprises. But with 
the imposition of restrictions on capital export by most of the gov- 


ermments to which overseas Chinese are subject on the one hand, 
yn of the 
at in the "See Keynes, General Theory of Employment, Interest and Money, New York, - 
nomic ¢ 1935. 
have het *The actual total is reported to have been larger, approaching US$300,006,000. 


developed 
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and the narrowing of opportunities of profit-making and capital 
accumulation for the overseas Chinese in recent years on the other, 
the prospect for capital investment by overseas Chinese in China's 
postwar industrial development has apparently become more un- 
certain during and immediately after this period of upheaval. 
The gifts of nature—that is, land or natural resources—are no 
less important than capital as factors of industrialization. These 
resources, although varied, fall generally under two divisions, min- 
eral and agricultural. Mineral resources play a far more important 
role than agricultural under present technological arrangements. 
Of these, the leading items include coal, iron, mineral oil, and cop- 
per, from the viewpoint of industrialization. Coal, oil, and copper 
are indispensable to the generation and transmission of motive 
power,” while iron supplies the basic mineral for machine cul. 
ture.’° China is deficient in mineral oil and copper, not so in coal 
and iron. In England where coal and iron were found in abundance 
in the northern and midland districts, industries began to move 
northward and toward the midlands from the west, the south and 
the east. In other countries of Northwestern Europe, concentration 
of industrial developments also took place around the favored 
regions of coal and iron like the Ruhr district. In China, unfortu. 
nately, coal and iron abounded in districts where industrial de- 
velopment failed to occur. Shansi and Shensi, with 189,077 million 
metric tons of coal reserve, or 82°% of the total for China including 
the Four Northeastern Provinces (i.e., 243,699 million metric tons), 
have not been developed industrially even up to the present. ‘The 
provinces where modern industries first developed lie mostly along 
the coast or the Great Yangtze, namely, Liaoning, Hopei, Shantung. 
Kiangsu, Kwangtung, and Hupeh. 


® The potential water power resources are estimated at 20,000,000 h.p. for China, 
or 0.05% of the world’s total (i.e. 444,574,000 h.p.), and is thus negligible 
The utilized water power resources reach only 1,650 h.p., also 0.05°, of | 
world’s total (i.e., 32,963,950 h. p.) See Power Resources of the World, Wor 
Power Conference, London, 1929, Table XX. ,According to a German estimat 
China’s potential water power resources reach 31-40 million h.p. (See The Chinese 
Year Book, 1935-36, Premier issue, pp. 997-8.) 

10 Increasing importance of wood as a substitute for steel is recognized in 2 
recent article on “The World’s Greatest Wood Magicians,” Readers’ Digest, October 


1941, PP. 72-75. 
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The Prospect for China’s Industrialization 


COAL AND IRON ORE DEPOSITS IN RELATIVELY 
INDUSTRIALIZED PROVINCES OF CHINA! 


CIn million metric tons) 


Coal Iron Ore 
1,836 
3,071 
Shantung 1,639 
Kiangsu 217 
Kwangtung 421 
440 


7,624 


These six provinces possess a coal reserve of only 7,624 million 
metric tons, or 3% of the total for China. In respect of iron ore 
deposits, there is a closer correspondence between location of re- 
serves and industrial development. Liaoning, possessing 872.2 mil- 
lion metric tons or 609% of China’s total (i.e. 1,452,778 million 
metric tons), is a relatively industrialized province; but Sikang, 
Szechuen, and Chahar, ranking second, third and fourth in im- 
portance, with respectively 120.1, 117.2 and 91.6 million metric tons 
of iron ore, are little developed industrially (Szechuen being de- 
veloped only during the last three and half years owing to war 
demands). This failure to develop modern industries near the areas 
of coal and iron ore deposits accounts partly for the slow progress 
of industrialization in China. It can be explained by the fact that 
whereas in England, for instance, industrial development came 
spontaneously of its own course, and as an outcome of economic 
evolution, in China it was fostered primarily by foreign initiative 
and enterprise. The foreign Powers, reinforced by a desire to facili- 
tate intercourse of trade with the vast interior of China’s hinterland, 
decided upon the choice of port cities accessible to steam navigation 
as the centers for early industrial and economic penetration, while 
neglecting the more inaccessible interior provinces which, however, 
from viewpoints of resources and security, would have been better 
alternatives for industrial development to the Chinese. Today, 
with the occupation of Liaoning and Chahar by the Japanese, the 
prospect of China’s industrialization is further reduced, temporarily 


" Statistical Abstract of the Republic of China, 1940, Directorate of Statistics, 
National Government of China, Chungking (in Chinese). 
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Pacific A ffairs 
at least, by the loss of her great iron ore reserve. The two coal 
provinces of Shensi and Shansi remain poorly developed and are 
affected by war hostilities. Except for the narrow-gauge railway in 
Shansi (The Tungpu Railway) and the western terminus of the 
Lunghai Railway, means of communication in these two provinces 
for the transport of bulky commodities are prohibitive if not totally 
absent. 

As to agricultural resources, the greatest setback to industrial de- 
velopment is sporadic, unorganized production. Industrial crops, 
such as raw cotton, wool, and wheat, are not graded or standardized. 
As a result, any manufacturer in China would have to double or 
triple his purchases before a satisfactory assortment can be made to 
suit his production needs. It is thus not unfamiliar for Chinese 
manufacturers under such handicaps to prefer foreign to Chinese 
raw materials—for example, to use Australian instead of Honan 
wheat in Tientsin mills. Chinese agricultural production, which is 
heterogeneous, irregular, and uncertain, has failed to give due 
consideration to the needs of Chinese industries, while Chinese 
industrial production has similarly neglected to make known its re- 
quirements to Chinese agriculture. The failure to co-ordinate agri- 
cultural development with industrial has its serious repercussions 
on national production, and it is only recently that attention has 
been drawn to this aspect of Chinese economy. It is proposed that 
in order to meet the raw material needs of modern industries op- 
erated on a large scale, the small-scale agricultural producers be 
united into Co-operatives for the attainment of uniform and quan- 
tity production through control over seed standardization and crop 
marketing.”* 

The scarcity of industrial labor in an agricultural country like 
China is another factor that retards her industrial development. 
Industrial labor requires not only skill, but also discipline. In Eng- 
land, the two waves of labor immigration, the Flemish during the 
fourteenth and the Hugenots during the sixteenth century, laid 
the foundation for the development of her premier industry, namely, 
cloth manufacture. Alien labor found a congenial home in England 


12See my article on “The Relationship Between Agriculture and Industry,” 
Southwest Industrial Bulletin (in Chinese), March 1940. 
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The Prospect for China’s Industrialization 

because of the similarity in culture and standard of living. China, 
in the course of her industrialization, could not afford to rely on 
foreign labor, as her standard of living prohibited the employment 
of high-priced western industrial workers except for filling the 
managerial and technical positions. Chinese labor, primarily agri- 
cultural, did not possess the necessary skill for the operation of 
complicated machines and tools imported from abroad. Again, 
accustomed as Chinese labor has been to the traditions of guild or 
domestic industries, it lacks the very discipline which is indispen- 
sable to successful production under the factory system—a_phe- 
nomenon not uncommon among the handloom weavers of Eng- 
land in the early years of her Industrial Revolution. The port cities 
where factory industry was first introduced, for example Canton 
and Shanghai, were naturally faced with the problem of industrial 
labor supply earliest. After decades of development these cities 
began to build up a reserve of industrial labor to which other 
centers looked for supply. Thus many of the factory workers in 
Tientsin and Tsingtao cotton mills, in North China, had to be 
drawn from these cities in the south. 

Today the Japanese occupation of these areas has forced many 
of the industries to migrate from south and central China to 
the Great Southwest, and with this migration have also been 
transferred the industrial workers of Shanghai, Wusih, and even 
Hankow. These workers now constitute the nucleus through 
which a new army of industrial labor has to be recruited and 
trained from the agricultural population in the Southwest. The 
quantity immediately available for factory employment is in- 
evitably small and insufficient for the purpose of large-scale indus- 
trial development. Industrial factory labor in China as a whole 
did not amount to over a million even before the present war; 
with the destruction of the war and the dispersion of such labor 
in the course of the war China must feel more keenly than before 
the shortage of industrial labor supply. Unless an extensive program 
of industrial training be launched by government or industry, the 
scarcity of industrial labor may constitute another stumbling block 
to China’s extensive industrialization, whether during the war or 
after its conclusion. On the other hand, given freedom of develop- 
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ment after the abolition of the “unequal treaties” referred to in a 
subsequent section, scarcity of industrial labor may hasten the need 
for semi-manual mechanization, as has already been the case during 
this wartime to some extent. 

The scarcity of managers, entrepreneurs, engineers, technicians, 
and other members on the directing staff is another weakness in 
China’s industrialization. In England early managers of factories 
and industrial enterprises were largely successful merchants cn. 
gaged in foreign trade. The term “merchant manufacturer,” so 
commonly employed in England’s cloth industry, refers to the mer- 
chant who gives out woolen yarn to the outworking weavers for 
weaving into cloth on wage basis, and it is largely from this class 
that early managers in woolen mills were recruited. In China the 
early factories, being financed as well as operated by the state, were 
organized after the yamen pattern. While the engineer might be a 
foreigner of second-rate ability (for in these days there was not 
sufficient attraction to engage men from abroad of first-rate training 
and caliber), the managerial staff was filled with big or petty burcau- 
crats as the case demanded. In the course of time these bureaucrats, 
seizing the opportunity for profit-making in certain remunerative 
branches, began to leave these factories and managed to raise funds 
among friends, relatives or colleagues for financing new enterprises 
of their own. Meantime, factories financed by foreign capital and 
staffed by foreign managers and engineers usually employed Chinese 
assistants on account of linguistic difficulties. These assistants, com- 
monly known as “compradores,” began to operate factories them- 
selves once they had acquired sufficient wealth from their profession 
as middlemen and learnt the secrets of trade from their foreign 
superiors. In other words, it is from three classes that managers and 
entrepreneurs for Chinese industrial enterprises were recruited, 
namely, foreigners, bureaucrats, and compradores. Gradually, three 
more sources of supply were added. Overseas Chinese, having made 
a fortune from business enterprises abroad, returned to China to 
establish new undertakings in various fields of industry, and usually 
became managers as well as proprietors. Again, as the need for 
trained personnel became more keenly felt in the course of China's 
industrialization, the Chinese Government began to send students 
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The Prospect for China’s Industrialization 


abroad, first to Japan, later on to Europe and America, for advanced 
study in theoretical as well as applied aspects of various branches 
of the sciences. Upon completion of their study abroad, some of 
these “returned students” came back to assume managerial and 
technical posts in different industrial enterprises. Finally, through 
co-operation with the League of Nations, the National Government 
of China has availed itself of the services of various technical 
experts in the state plants engaged in the production of minerals, 
iron and steel, machinery, and electrical apparatus. 

The most important source, however, remains that of graduates 
from the Chinese colleges and universities. Here a large number 
of recruits are being drawn year by year into active industrial 
service. It is difficult to estimate the number of graduates annually 
available, but judging from the number of graduates for the prewar 
year 1936-37 from universities, colleges and technical schools, namely, 
4330,13 the recruits entering industrial fields could not have been 
too large in view of the rapid spread of industrialization in China 
during these years. Now, during wartime, the Chinese Government 
has been stressing scientific and vocational education in various 
schools."* 


HE above-mentioned factors, capital, land, labor and manage- 
| me are the four factors of production which relate especially 
to the internal economies of individual industrial enterprises. Among 
the most prominent factors affecting external economies must be 
included, in the first place, transportation, and in the second, 
government policy. In England, the first stage of the Industrial 
Revolution was marked by improvements of roads and canals, while 
the second occurred side by side with the introduction of railways 


8 Statistical Abstract of the Republic of China, 1940, p. 194. Another recent 
source is the influx of refugee Jews into Shanghai and parts of “free China” from 
the Nazi-dominated Europe. 

Another source, mainly a wartime development, is that of enterprising refugees 
dnfting under conditions of wartime inflation into business enterprises. Starting out 
oftentimes with meager capital at their disposal, they sometimes come to acquire 
considerable gains from trading operations, and thus jump overnight from petty 
traders into wholesale dealers or owners and managers of industrial works engaged 
in the production of articles whose supply has been cut off by the enemy blockade. 
These refugees range all the way from janitors, workmen, clerks, chauffeurs, school 
teachers, to university professors. 
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and steamships. Just as mechanical inventions in industry brought 
about the Industrial Kevolution, so their application to transport 
ushered in the Commercial Revolution. Indeed, the role of transport 
in industrial development cannot be overestimated. No country 
in history could expect to transform its industrial life withouw 
simultaneous revolution in transport. To a continental country like 
China mechanical transport is indispensable to industrialization, 
as was the case of the United States after the Civil War, or of the 
Soviet Union after the November Revolution in 1917. But trans- 
port in China has been in a most backward condition. With a popu- 
lation of 450 millions and an area of 11,000,000 square kilometers, 
she had only 17,400 kilometers of railways and 85,000 kilometers 
of motor highways before the war. Much traffic, therefore, is local, 
and handled by such primitive means of transport as wheelbarrow, 
mulecarts, junks, pack-horses, and coolie labor. The cost is often 
prohibitive, and the service most uncertain. The conditions prevail. 
ing even today in the interior parts of the country are reminiscent 
of England during the early days of the Industrial Revolution. 
Young, in his Six Months Tour through the North of England 
(1768, published 1770), considered the main road between Preston 
and Wigan as “infernal,” to be avoided by travellers “as they would 
the devil.”"° Experience of this sort can be easily repeated in China. 
even in the vicinity of leading industrial centers like Tientsin." 
Under such conditions of transport it is but natural that China's 
industrial enterprises before the war were mostly located along the 
coastal ports and other cities easily accessible to railways or steam- 
ship navigation. Indeed, Chinese industrial centers developed like 
a crescent around the coast from Antung in Liaoning southwes'- 
ward to Pakhoi in Kwangsi, while with the exception of Hankow 
the great hinterland remained untouched by modern industrializing 
influences. 

Finally, the failure of the Government to adopt a persistent policy 
for the protection and encouragement of industry has considerably 
impeded the course of China’s industrialization. It is an undeniable 


15 Quoted in Fay, Great Britain from Adam Smith to the Present Day, 1949, 


175. 
16 See my monograph on Rural Weaving and the Merchant Employers in a North 


China District, Nankai Institute of Economics, Tientsin, 1935. 
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The Prospect for China’s Industrialization 


{ct that China, on account of the encroachments upon her sov- 
erignty under the bondage of “unequal treaties” concluded with 
foreign Powers in uninterrupted succession since the days of the 
Opium War of 1841-42, is in the words of Dr. Sun Yat-sen, “every- 
where becoming a colony of the Powers. . . . China is the colony 
of every nation that has made treaties with her, and the treaty- 
making nations are her masters. China is not the colony of one 
nation but of all.”!7 As a “colony” in fact if not in name, China 
was bound to leave her industries unprotected. She had thus in the 
| early forties of the last century given away her tariff autonomy, 
a very important instrument for industrial protection, until its 
recovery in 1929; and according to Dr. Sun, had consequently sus- 
tained an annual loss of $500,000,000 (prewar value) through inva- 
son of foreign goods. Nay, she had to stand a further loss of 
industrial protection under the 1895 Treaty of Shimonoseki, ac- 
cording to which foreigners were allowed to erect factories on 
Chinese soil, thus evading the payment of a stipulated tariff of five 
percent ad valorem altogether. In other respects, the foreign manu- 
facturer enjoyed superior advantages over the Chinese. Greater 
hnancial backing, easier access to shipping facilities in Chinese 
waters because most of them were owned and operated by foreign 
companies, better technical staff and equipments, surer protection 
against illegal levies and exactions by provincial and local warlords 
illorded by the system of extraterritorial rights, all these and other 
advantages enjoyed by rivals placed the Chinese manufacturers 
under serious handicaps in the race for their foreign business. Not 
“protection to infant industries,” but “protectidn to foreign indus- 
ries” carried the day; except for the temporary relief afforded 
to the Chinese manufacturers, especially cotton mill owners, during 
the World War of 1914-18, Chinese industries could not have 
prospered the way they did during those years. With the return 
of foreign imports after the cessation of the First World War, 
Chinese industries, whose growth during the war years was indeed 
rapid but very unsound in finance and organization, had im- 
mediately to undergo a prolonged period of depression. The ap- 

San Min Chu I (The Three Principles of the People), trans. by Frank W. Price, 
Commercial Press, 1929, p. 38. 
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Pacific Affair; 
preciation of silver currency following the abandonment of the go\: 
standard and the adoption of the American silver purchase policy 
in the early ‘thirties brought about a deflation in China, an! 
Chinese manufacturers had to join hands with world industrialis: 
in their common fate until the establishment of a managed currenc, 
in China in 1935. They were tending toward recovery under th 
National Government, when another catastrophe wiped out ; 
large part of China’s modern industries painfully built up in the 
course of the last eighty years. The titanic struggle against Imperial 
Japan, which began on July 7, 1937, closed a chapter in the economi, 
history of China. 

It also opened a new one. The years that have elapsed since 1) 
outbreak of the Sino-Japanese War are pointing toward a new era «: 
industrial reconstruction for China. China is truly emerging as . 
full-fledged independent nation in the course of the war. The 
retreat to the great interior hinterland has enabled China to carry 
out a program of industrial reconstruction unshackled by any re. 
strictions imposed upon her by the “unequal treaties.” In this grea: 
hinterland—China’s southwest and northwest—she is alone in th 
field, and can do what she deems to be in her best interest. Both 
Soviet Russia and Germany—the former as a policy and the latter 
due to defeat in the First World War in which China was als 
a participant—have already relinquished their extraterritorial rights 
in China; on May 31 and July 14, 1941, the United States ani 
Great Britain had announced respectively their readiness to sur 
render these rights at the conclusion of the war. The way is thu 
open for China to exercise her sovereign rights as a full-fledge: 
independent nation, and in respect of industrial reconstruction ¥ 
adopt a policy that will, besides serving her best interests, not con: 
flict with the fundamental objectives of a stable economic order 11 
a postwar world. 


HE prospect for China’s industrialization depends upon a num- 
ber of factors, some of which have been outlined in the brie! 
survey above. These factors, embracing capital, land, labor, mao- 
agement, transportation, and government policy, are not all too 
favorable to China’s rapid industrialization in the near future, but 
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The Prospect for China's Industrialization 


hopeful signs are nevertheless not entirely lacking. One outstanding 
evidence of these is the heroic effort being made by the Chinese 
Government at wartime industrialization. The attempts being made 
have already brought industrial production in “free China” to an 
unusually high level—unusually high in view of the immense 
dificulties which have been encountered thus far, including among 
others the completeness of the enemy blockade and the absence 
of adequate means of modern transportation and industrial pro- 
duction. Recent statistics for the first three or four years of war 
in “free China” have shown, for example, a several-fold increase 
of many industrial products for the satisfaction of both military 
and civilian requirements. Coal production has increased during 
this interval (1937-40) from 3,600,000 to 5,700,000 tons, pig iron 
from 31,000 to 100,000 tons, crude copper from 400 to 1,000 tons 
(in addition to 1,200 tons of scrap copper being acquired by purchase 
within Szechuen province), and mineral oil from 34,000 to 440,000 
gallons; while during 1938-40 alcohol production has increased from 
1,800,000 to 4,500,000 gallons, machine-spun cotton yarn from 30,240 
to 54,100 bales (of 4oo Ibs. each), flour from 1,710,000 to 3,400,000 
bags (of 50 Ibs. each), soap from 99,000 to 309,000 boxes (of 100 
pieces each), matches from 7,000 to 11,700 cases (of 7,200 small 
boxes each), and paper from 600 to 1,800 tons. The rate of increase 
or these ten commodities, essential for military and civilian needs, 
has varied from the highest of 12.9 times for mineral oil to the 
lowest of 1.5 times for machine-spun yarn. It is the trend and not 
the absolute level of output which is here significant. 

The decisive consideration determining the prospect for China’s 
industrialization, however, must be the eventual outcome of the 
present war against China’s aggressor. Victory will not only rein- 
iorce Chinese political unity, which constitutes the most elementary 
prerequisite to the successful realization of any program of indus- 
trialization, but will also place at her disposal the rich natural re- 
wurces, notably iron ore and coal, now found in unlimited 
quantities in the Manchurian province of Liaoning and the North 
China provinces of Chahar and Shansi. Furthermore, victory under 
1 strong and united government in China will undoubtedly enhance 
Chinese prestige and credit in the family of nations, as the four 
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Pacific Affairs 
and half years of her unabated resistance to her aggressor has 
already succeeded in doing, and will thus offer to the postwar 
world, presumably democratic, the surest guarantee to political 
and economic stability in the Far East. Victory will bring with 
unprecedentedly favorable conditions for a new era in the indus. 
trialization of China. 


Harvard University, December 194: 
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INSTITUTIONS AND IDEOLOGIES: 
AMERICAN AND ASIATIC 


= Branpt 
1. Eastern Backwardness and Western Progress 


jo bulk of Western thought on the “modernization” of 
the East is based on the simple premise of a “time-lag” between 
Western and Asiatic development. Eastern backwardness is largely 
interpreted in the light of this premise.’ However, the problem 
of Eastern backwardness and Western progress is an object lesson 
in historical relativity and exacts a stern tribute of historical ob- 
ectivity. The question, for instance, whether Eastern backwardness 
was accentuated or alleviated by Western progress does not allow 
{an unequivocal and clear-cut answer. The answer is yes and no. 
lt was accentuated under certain circumstances, alleviated under 
another set of conditions. It was accentuated at one time, alleviated 
at another and then accentuated again. Likewise with the question 
whether Western progress was promoted or retarded by Eastern 
backwardness. 
The “forward movement” in Southeast Asia, for instance, was al- 
ready the translation of Western progress into Western superiority ; 
the direct taking advantage of Eastern backwardness for the pur- 


‘The Taiping Rebellion did probably more in confusing and prejudicing the West- 
a mind on China and on the nature of East-West relations (even while largely 
rojecting the future of both) than any other comparable event in Chinese history. 
More particularly, the subjective, uncritical reaction to it (for the lack of an 
vective, historical interpretation) contributed to a distorted and one-sided view on 
inese “backwardness.” For example, in Richthofen’s Diary there are scattered 
reterences to the devastations wrought by the rebellion, mentioned invariably as 
a mere symptom of Chinese backwardness. On the possibilities of Chinese indus- 
‘saxzation Richthofen’s judgment is colored by the same bias. “But an even more 
»werful impetus would be given to commercial relations,by the direct application 
‘steel and coal to industrial occupations. The Northern provinces are probably 
‘estined to become in due time the manufacturing districts of China. For all such 
progressive developments the empirical fact (sic) holds that the Chinese, even though 
scapable of bringing about any improvement by themselves, would accept them 
readily if given to them or forced upon them.” (My emphasis—W. B. Richthofen, 
lagehuecher aus China, Berlin, 1907, Vol. I, p. 572.) Today in America, this is still 
the standard idea of the relations between East and West. 
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poses of carving and rounding out empires; the first time that im. 


mediate political motives largely superseded the original econom, 


ones and correspondingly a deliberate attempt was made to cop. 


serve Eastern backwardness in the interest of Western progress: 

In examining the problem of Eastern backwardness with refe: 
ence to Western progress one has to bear in mind that the relation 
of the bourgeois-democratic to the industrial revolution diffe 
historically in the East from that in the West. In Britain, the 
classic country of both the bourgeois-democratic and the industria! 
revolution in the West, the former preceded the latter by a century. 
In the Orient of the twentieth century, the bourgeois-democrati: 
and the industrial revolution directly coincide. Nor is this differenc: 
fortuitous but rather a genuine historical one, fraught with impli: 
tions and consequences. 

It is possible to assert, in historical retrospect, that the bourge:: 
democratic revolution in England was not only the precursor bu 
the very precondition of the industrial revolution. But it is im. 
possible to assert that the conscious purpose of the bourgeois-dim 
cratic revolution was the preparation for the industrial revolution 
century later. 

In the Orient, however, the simultaneous fulfilment of the tasks 
of the national democratic and the industrial revolutions is dictate! 
by immediate necessity. It is the deliberate purpose of the foremis 
leaders of the Chinese revolution; it was consciously grasped )) 
Sun Yat-sen; it increasingly and irresistibly penetrated the co 
sciousness of huge masses in the course of the Chinese strugy’ 
The Chinese bourgeois-democratic revolution is historically neces 
sary as a precondition and lever of the industrial revolution, an: 
the industrial revolution is historically necessary to carry 
bourgeois-democratic revolution to its successful conclusion. Ths 
is not a historical pattern, discernible in retrospect, but rather : 


2 “The British forward movement in the Malay peninsula coincided very clos 
in time with that of the Dutch across the Straits of Malacca after the treat 
1871 had removed the earlier treaty restrictions on Dutch action in Achin, but t 
seems no reason to suspect that the slightly later date of the British advan 
can be attributed to any fear of an expansion of Dutch ambitions to include 
peninsula as well as Sumatra. Both were symptomatic of the new imperialist s 
which was beginning to be felt at the time, as was the continued French adv. 


in Indo-China.” (R. Emerson, Malaysia, New York, 1937, p. 112.) 
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Institutions and Ideologies: American and Asiatic 


early and consciously formulated program of action in the present. 


Herein lies the meaning and significance of the historic coinci- 
dence of the bourgeois-democratic and industrial revolution in the 
East. In this one fundamental respect the backward East is his- 
rorically advanced as compared to the West. 

It is in this respect that Eastern progress is not simply “West- 
enization” but historically unique. The cultural exchange between 
East and West is determined by this basic fact. To be specific, any 
outside industrial help which aims at the same time at preventing 
‘he consummation of the Chinese national revolution must fail. 
Likewise any outside help for the bourgeois-democratic revolution 
that aims at the same time at preventing the industrial progress 
of China must fail. 

The awareness of these specific features of Eastern development 
ufeguards the historical sense from onesidedness into which an 
eiclusively Eastern or an exclusively Western viewpoint may seduce 
«. For lack of this, Hans Kohn in his interesting History of Na- 
sonalism in the East commits the error of considering the emergence 
i Eastern nationalism out of the petrified system of religious 
astitutions and ideologies as a replica of the Western scheme of 
things, only with a time-lag, thus exhibiting the positivistic blinkers 
i the Western outlook. 

The teleological tie-up between the bourgeois-democratic national 
evolution and the industrial revolution stamps the emerging new 
stitutions and ideologies in the East with its indelible mark. It 
renders these new institutions and ideologies capaple of establishing 
contact with the currents of Western culture, no longer passively 
out actively, by Eastern initiative.* 

Specifically, it is the new forms of democracy, nationalism and 


*The liberal interpretation of colonial policy like that of Kat Angelino and 
funivall, respectively former administrators of the Dutch East Indies and of Burma, 
fers from the preconceived notion that such initiative cannot possibly originate in 
East and must perforce come from the superior West. Yet it is impossible to 
a) that a transplantation of Western institutions and ideologies into colonial soil 
! invariably failed precisely on account of the colonial character of the receiving 
untries. If it is true that Western initiative for cultural contact with the East is 
dunted and foiled by the colonial character of the backward country then this is a 
‘nking negative proof that the initiative for modern East-West contact would be 
Na great impetus by the efforts of the countries in question to shed_ their 
nial character, 
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Pacific Affair; 
internationalism produced by the Eastern ferment that we are cop- 
cerned with in this connection. Eastern democracy, Eastern na. 
tionalism and Eastern internationalism differ in essential respects 
from their Western counterparts. Yet they represent the institu. 
tional and ideological forms in which modern contact—cultural, 
economic, social, political—can be regained with the West. 

The coincidence of the bourgeois-democratic national revolution 
and the industrial revolution in the East is bound to give birt) 
eventually to a historically higher type of democracy. It is bound 
to burst the limits of formal political democracy and evolve int 
social and economic democracy simultaneously, for otherwise the 
bourgeois-democratic national revolution cannot serve even tem- 
porarily as a lever of the industrial revolution, nor can the latter 
become instrumental in the unfolding of the former. 

Chinese nationalism and Chinese internationalism are necessaril; 
complementary instead of being contradictory as are their Wester 
counterparts. The evolution of Sun Yat-sen’s social and _ political 
theory is an illustration of this unity of Eastern nationalism and 
internationalism. 

This is so because (a) Eastern nationalism can exist only in the 
framework of a non-imperialistic co-operation between the different 
nations in- Asia; (b) because any attempt of a new Asiatic ev. 
clusiveness against the West would tend to cripple the industria 
revolution and to restore Oriental despotism. 

It will be seen that Japan is considered here not as part bu' 
as the chief antagonist of Eastern nationalism. 

Imperialism is a negation of nationalism, for in the framework 
of such policy the nation exists only as a means to the end o! 
expansion, as a jumping-off ground to the subjugation of othe: 
nations. The greater the survivals of feudalism in a given country, 
the more abrupt is the transition from nationalism to rabid im 
perialism and the more extreme is the resulting form of imperialism. 
In these cases, genuine nationalism exists in the period direct! 
preceding the emergence of the unified nation and is smothere: 
abruptly by aggressive imperialism after the consummation of 12 
tional unification. 

The ardent nationalism of Fichte, coupled with his sincere cos 
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Institutions and Ideologies: American and Astatic 
mopolitanism, makes, mutatis mutandis, a striking parallel to the 


Japanese Kokugakusha or Nationalist School. 


The greatest figure among them was Motoori Norinaga (1730-1801) 
who denounced the infatuation with everything Chinese and glorified 
the purely indigenous culture. . . However, it would be a mistake to 
helieve that a narrow and exclusive nationalism blinded the leading 
thinkers of the day to the value of foreign learning.* 


No matter how often Hitler might press Fichte-quotations into 
the service of his chauvinistic propaganda, his aims and aspirations 
remain as diametrically opposed to those expressed by Fichte as to 
the present aims and aspirations of the European nations under 


his yoke. 

Likewise, Japanese Fascism might bandy about slogans of a fake 
nationalism; but they cannot hide the fact of being really devoid of 
nationalism, that Japan matters to them only as an instrument of 
imperialist aggression. General Araki, in a memorandum, “Problems 
Facing Japan in the Era of Showa,” made the revealing statement: 


Under such circumstances it is impossible to remain silent and lose 
sight of Japan which is the strongest state in Eastern Asia and which 
not only has the corresponding real forces but also the historic mission 
to save a number of States of Eastern Asia. Japan must rise determinedly 
even if it really threatened the ruin of our homeland. 


The further question of Japan’s so-called “westernization” must be 
discussed in the larger framework of Oriental despotism. 


2. Democracy and Oriental Despotism 


pac growth of Western institutions and ideologies is accom- 
panied by a transformation of Oriental despotism. 

The institutions and ideologies of modern democracy emerged 
in Britain in the Great Revolution of the seventeenth century, un- 
cerwent important modifications in the parliamentary struggles 
around the renewals and for the abrogation of the charter of the 
Last India Company in the eighteenth century, and once more in 


*E. H. Norman, Japan’s Emergence as a Modern State, New York: Institute of 
Pacific Relations, 1940, p. 28. 

"(My emphasis—W. B.) Reprinted in Tanin and Yohan, Militarism and Fascism in 
lapan, New York, 1934, p. 305. 
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Pacific Affairs 
the struggles to master the effects of the industrial revolution in 
the nineteenth century. 

The first signs of modern Chinese nationalism arose when 
became apparent that Oriental despotism was incapable of coping 
with the incursions of the “Western barbarians” on China’s terr:. 
torial integrity. Only a superficial and one-sided viewpoint can 
stamp this movement with the label of xenophobia; only one 1 
which modernization and westernization are identical terms. 

The historical truth is that before Chinese nationalism cay 
tackle the problem of “westernization” it has to tackle radically 
the problem of Oriental despotism. This entails a more profound 
and far-reaching upheaval of economic conditions, social relations, 
institutions and ideologies than anything comparable that haunts 
or lures the Western mind. 

Incipient Western imperialism clashed with Oriental despotism 
in the seventeenth century. But in the course of its own evolution 
and with the emergence of Chinese nationalism it made a sudden 
about-face and turned to the deliberate support of Oriental despot 
ism (its motto being: “rather despotism than anarchy”). Ths 
turning point was the Taiping Rebellion when after the shor 
initial vacillation of the British, the Western Powers decided in 
unison to lend their support to the dynasty as against the rebels 
Full-fledged imperialism carried the day in the dealings with th: 
East. 

From that turning-point on, only a tremendous accentuation 0! 
Eastern nationalism could restore and reinforce Western liberalism. 
demonstrating forcibly that East-West contact cannot be nourishe! 
by the instrumentalities of Eastern despotism and Western im- 
perialism but only by the instrumentalities of Eastern nationalism 
and a new Western liberalism. 

Specifically, to the extent that Eastern nationalism succeeded 
in undermining and destroying Oriental despotism, to that extent 
was it able to enforce its own recognition by the West. But the 
recognition of Eastern nationalism’ implied the birth of a no 
imperialistic internationalism in the West. The only question ws 
whether Western liberalism can muster the strength to such insutt: 
tional and ideological rejuvenation. 
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Institutions and Ideologies: American and Asiatic 

At any rate, this shows the fallacy of the one-sided “westerniza- 
tion” concept (one can venture the guess, incidentally, that culture 
diffusion never operated in history with anything like such mechani- 
cal single direction) and shows that, on the contrary, from the 
turn of the century the decisive impulse for re-establishing and 
reshaping East-West contact emanates from the East. That refutes 
hoth the idea of mere “westernization” on the one hand and of 
mere xenophobia on the other. 

Between the First and Second World War Japan has demon- 
strated beyond peradventure that features of Western imperialism 
can be incorporated into a modernized version of Eastern despotism. 
But it did more. It demonstrated the abstractness and inapplica- 
bility of the one-sided concepts “westernization” and “xenophobia.” 
For the rise of Japan to aggressive imperialism is certainly not 
simply the result of “westernization,” and its war against China 
and the Western Powers is certainly not motivated simply by 
“xenophobia.” 

Japan’s attack on the United States in 1941 confronted the West 
with the choice between orienting itself to Eastern nationalism 
(China) or to Eastern imperialism (Japan). The decision fell in 
favor of the former. This is of the greatest historical significance. 

In this World War of Independence, Oriental despotism will 
ve uprooted by the alignment of Western democracy with Eastern 
nationalism. History puts up with anachronism but seldom allows 
anachronism, even when dubbed “New Order,” radically to re- 
verse history. Even amidst the feast of their initial victories, the 
Japanese warlords, like their German partner, must see the hand- 
writing on the wall. 

Students of East-West relations were able to make the important 
deduction that full-fledged Western imperialism had greater affinities 
with Oriental despotism than with Eastern nationalism. But from 
such correct premises one had to be very careful in drawing definite 
inferences for the future lest one overrate the historical effectiveness 
of such affinities. 

The obvious corollary of such affinities was that Western di- 
plomacy had greater understanding for and sympathy with the 
conditions and aspirations of Japan than with those of China. 
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Pacific Affairs 


However, imperialist diplomacy by no means controls history. 
The complexion and direction of East-West relations was to be 
decided in the last resort by revolution and war. The logic oj 
history overruled the logic of diplomacy. 

To assume that those affinities between modern imperialism and 
Oriental despotism were bound to determine East-West relations 
unequivocally and irrevocably was possible only on the basis oi 
a few other assumptions, tacit or overt: 

1. That Oriental despotism had greater vitality than Eastern 
nationalism: a subjective impression gained from a static standpoint 
which, even if borne out a thousand times by “everyday experi- 
ence,” still is refuted by historical experience such as the whole 
course of the Chinese revolution. 

2. That Eastern nationalism has no institutional and ideologic:! 
affinities with Western democracy: an assumption that implies the 
complete supersession of Western democracy by Western imperial- 
ism which is manifestly untrue. Such a complete supersession could 
result only after democracy is crushed by force and treachery as in 
France, or Germany, or German-dominated Europe. And even 
such outcome changes the character of both Western imperialism 
and Western democracy, making the former more akin to Oriental 
despotism and investing the latter with some of the characteristics 
of Eastern nationalism. 

3. It envisages the reversal of the historical evolution of man- 
kind; the restitution of a modern version of the Roman Empir 
and the Middle Ages; the productive forces of the twentieth cen- 
tury in the service of enforcing and perpetuating such a setup, the 
“New Order.” 

4. It operates with an undifferentiated notion of the West. | 
assumes America assisting instead of resisting the creation of world 
conditions in which America’s world position is incapable of realiz2- 
tion; in which the unique distinction of American society would 
be eradicated by a leveling down, of historic dimensions, by « 
European and Asiatic Gleichschaltung. It assumes that, confronted 
with such a danger, American nationalism would not be ‘ 
asserted in a struggle for independence. 

Overcoming Oriental backwardness is predicated upon a radical 


« 68» 


br 
Or 
mi 
sp 
th 
he 
: in 
of 
pal 
pre 
I 
be 
bet 
clos 
Chi 
ing 
“str 
and 
the 
holc 
F 
Succ 
be 1 
Wes 
Inh 
H 
tod 
TI 
foun 
the ] 
of C 
Co 
Bice 
is it 
fect 
| 


fairs 
istory, 
to be 


ute ol 


n and 
ations 


Sis of 


astern 
{point 
‘xperi- 
whole 


ogical 
es the 


perial: 


could 


as in 

even 
ialism 
riental 


TIStICs 


man- 
mpuire 
1 cen- 


ps the 


est. It 
world 
ealiza- 
would 
by a 
‘onted 
ye 


adical 


Institutions and Ideologies: American and Asiatic 

break with Oriental despotism. It is today necessary to elaborate 
on the meaning of this with regard to Japan, to China and to 
modern East-West relations. 

Hu Shih (The Chinese Renaissance) considers it the key to the 
spectacular success in the modernization (westernization) of Japan 
that, as distinct from China, she had a strong ruling class to guide 
her through the transitional period (Hu Shih calls this a short cut 
in place of a wasteful revolution), as well as that the military aspects 
of Western culture appealed to this pre-existing strong ruling class 
particularly, thus enabling it to emulate the modern military 
prowess of the West. 

In its simplicity, this is a tempting hypothesis, but it seems to 
be a serious oversimplification. An analysis of the differences 
between the Japanese and the Chinese variety of Oriental despotism, 
closely connected with the differences in the historical career of 
Chinese and Japanese feudalism, would be probably more reveal- 
ing. If Hu Shih’s thesis were correct, Japan’s feudal-imperialistic 
“strong ruling class” would be a blessing for the Japanese people; 
and China’s national-democratic revolution would be a curse for 
the Chinese people. Viewed in historical perspective, the opposite 
holds. 

Furthermore, if Hu Shih’s thesis were correct, Japan with her 
successful westernization facilitated by her strong ruling class would 
ye more apt to establish cultural and economic contact with the 
West than China with her popular revolution and national struggle. 
In historical perspective, the opposite holds. 

History makes both detours and shortcuts but it is not so simple 
to determine which is which. 

The Chinese “detour” is a dogged struggle to undermine the 
foundations of Oriental despotism and destroy it root and branch; 
the Japanese “short cut” was the reinforcement and modernization 
of Oriental despotism. 

Confucianism does not reflect the democratic aspect of Chinese 
life as distinct from or counterposed to Oriental despotism. Rather 
is it its corollary, the erection of an institutional and ideological 
Chinese Wall. Like its material counterpart, it is anything but an 
tilective barrier against imperialist aggression and it shuts off the 
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horizon, bars the view into the world and the insight into Ching’s 
world position. 

Chinese nationalism in its struggle for overcoming the obstacle: 
of Oriental despotism leads, by the same token, to a radical bre, 
with Confucianism. The militancy of Chinese nationalism js op. 
posed here to the militarism of Japan. To represent Confucianism, 
in all its authoritarianism, conservatism, intolerance and eneryatiny 
effects, simply as the peaceful spirit of Chinese civilization fe 
against the martial spirit of Japanese civilization, is a double mis. 
take which stems from the dispensing with analysis of Orient! 
despotism and its vicissitudes in the modern era of East-Wes 
relations. 

The great Sinologue Richard Wilhelm gave this estimate oi 
“the historical significance of Confucius” :® 


Confucius stands at a turning point in Chinese history. The oli 
feudal culture that had at its point of departure a succession of “saints 
on the throne” had broken down. Confucius takes up the thread, «l- 
though he was a man of the people. Thus he marks that point in 
Chinese history where the guidance of society passed from the theocratic 
ruler to the human philosopher. 

. . . And while China, through the entire course of its history, was in 
form an absolute monarchy, it was in reality a republic which was rule: 
by an aristocracy of the spirit, and which had behind it the enormous 
power of the tradition founded by Confucius. 


Erroneous as this interpretation is (arbitrarily and mechanical) 
counterposing the “republic of scholars” to “absolute monarchy’). 
it, at least, does not evade the problem of Oriental despotism « 
it arose after feudalism, and it does, at least, intimate the al 
important fact that Confucianism was the attempt at bridging 
the gulf between Oriental despotism and village economy }) 
adequate institutions and ideologies, to make up for the fact tha’ 
the political superstructure of Oriental despotism was not organic.) 
rooted in its material basis, village economy. 

China may import the weapons of Western technology withou' 
importing with it the institutions and ideologies of militarisi: 
imperialism. And this in turn is due to the historic fact that the 


®R. Wilhelm, Confucius and Confucianism, New York, 1931, pp. 92 passim. 
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Institutions and Ideologies: American and Asiatic 
Chinese national-democratic revolution aims in its chief tendency 
at uprootung the very foundation of Oriental despotism, instead 
of the Japanese short cut: refashioning and refurbishing Oriental 
despotism to the needs of modern imperialism. This is the crux 


of our present world situation. 

It is highly instructive to observe how the ideology of the fully 
unfolding Chinese national-democratic revolution, as manifested 
in the nature teachings of Sun Yat-sen, represents a complete break 
with Confucianism, overcoming in the process the limitations both 
of enlightenment (the ideology of the Western bourgeois revolu- 
ion) and Liberalism (the ideology of the Western industrial revo- 


lution). 


Someone said to me: if matters are as you say . . . it is impossible to 
transform China into a modern State until the whole Chinese people 
receive education. . . Yet you imagine that China can immediately, by a 
viagle jump, reach the position of a powerful and wealthy nation, one 
anong the world powers. Where is the logic of your assertion? 

To this I replied: the pupil first learns and then knows how to act; 
yet, without having learned, he can also act. After all, in the days before 
science flourished nearly everything was first done and then learned 


later... 

In application to nation-building, it must be said, that if you are 
striving for the reorganization of the State and, moreover, by the 
path of revolution, then to act before your actions are fully under- 
stood is a matter not only of possibility, but also of necessity.” 


In this classic formulation of the ideology of Chinese nationalism 
and democracy there is inherent a complete break with the institu- 
tons of Oriental despotism and with the ideologies of Confucian- 
ism. Ever since the ancient times of the Master, only different 
interpretations of Confucius were offered; Sun Yat-sen, standing 
at another turning-point of Chinese history, points to the historic 
necessity of a revolutionary change in the Confucian world. 


3. The New World Between East’ And West 


ip EXAMINING the modern history of East-West relations it is mis- 
leading to operate with an undifferentiated notion of the West. 


"Quoted in Lyon Sharman, Sun Yat-sen, New York, 1934, p. 229. 
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Pacific Affair; 
The period between the Taiping Rebellion and the Boxer Rebellion 
(from the middle to the end of the nineteenth century) is one ¢} 
nascent imperialism in Bismarck-unified Germany, a period i 
which the sproutings of democracy were smothered under Prussian 
militarism. The same period is in the United States the one from th. 
Civil War to the closing of the Frontier, the period of Lincolp. 
unified America, in which the sproutings of imperialism were over. 
shadowed by the greatest democratic upsurge of the century. 

From this difference in historical background derived the dit. 
ferences in the slogan-like formulations of expansionist designs. 
the German “Place in the Sun” and the American “Manifes: 
Destiny.” Both were vague and open to diverse interpretation: 
waiting for subsequent history to make concrete and translate them 
into action as the combined result of historical traditions and wor! 
positions. 

Let us look at the constellation of historical background an! 
world position as far as America is concerned. 

Turner’s researches proved that the largest single influence in 
molding American institutions and ideologies was the frontier. The 
moving frontier is indeed the major contribution of American 
experience to historical science. But the frontier poses more ques 
tions than it answers. This is shown by the obviously fallacious 
idea of Turner that the Civil War was primarily a frontier problem 
In reality, the significance of the frontier is completely over 
shadowed in this instance by the significance of institutions an! 
ideologies, adequate not only for further territorial expansion 
(which would be a frontier problem pure and simple), but for 
the rapid development of the productive forces. 

The abolition of the “peculiar institution” as well as the reaffirms. 
tion of “Government of the people, by the people and for the 
people” transcends by far the solution of a frontier problem. 

The two main questions posed by the frontier are: 

1. What happens inside the whole of the socio-economic organism 
in the process of the moving frontiér? This is as much as to look 
at the moving frontier vertically as it were as well as horizontally. 
In other words, is the moving frontier mere territorial extension, 
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Institutions and Ideologies: American and Asiatic 


or is it at the same time social differentiation and continuous re- 
integration: the evolution of a particular socio-economic organism? 

lf the moving frontier can be fully grasped under the former 
aspect, then (a) this social system carries already the seed of dis- 
integration within itself; (b) overstrong stress is being laid on its 
institutional and ideological make-up, for under such conditions 
it is indeed the preservation of the institution and the clinging 
to the corresponding ideology rather than historical socio-economic 
necessity that is the mainspring of frontier expansion. But then 
‘oo this type of frontier expansion, this insistence on the “peculiar 
institution” comes up against the dictates of social and economic 
rogress and must ultimately clash with it in what Seward so 
graphically foreshadowed as the “irrepressible conflict.” 

Thus the Civil War was a frontier question pure and simple 
from the standpoint of the South, but infinitely more than a frontier 
question—the question of national existence and of American 
democratic institutions—from the standpoint of the embattled North. 
It is at this juncture that the frontier becomes incidental to the 
emergence of national polity. And as far as the ideology of the 
epoch is concerned, that accounts in the final analysis both for 
Emerson’s “transcendentalism” and for Walt Whitman’s fascinating 
mixture of mysticism and realism, the sweep and freedom with 
which he takes past, present and future, East, West, North and 
South in his stride. 

Lattimore in his Inner Asian Frontiers of China depicts how the 
Chinese mode of production with its “cellular units” strictly de- 
termined the way and the direction of its territorial extension. On 
the basis of such analysis he puts forth the suggestion (as opposed 
to the accepted hypothesis of the history of Chinese empire-build- 
ing) that the motive power of Chinese territorial expansion was not 
a negative one of resistance to barbarian incursions but just the 
other way round: the irresistible frontier movement of this Chinese 
mode of production ousting the economically inferior barbarians 
(or assimilating and transforming them into Chinese) from every 
ication adaptable to the Chinese mode of production. 

We venture the suggestion that it is this Chinese mode of pro- 


q 
ellion 
ne ot 
id in 
Issian 
nN the 
icoln- om 
 dif- 
Igns: 
them 
vorld 
and 
on. 
rma- 
the 


Pacific A frairs 
duction giving rise to the Chinese type of horizontal expansion 
and to the lack of vertical development that accounts for the historic 
delay in the emergence of the Nation, for the long absence oj 
Chinese nationalism. The coherence of these “cellular units” js 
not an organic socio-economic one; they are held together by the 
political superstructure of Oriental despotism. Such structure carries 
the virus of disintegration within itself (the new world environ. 
ment produced by the effects of the industrial revolution in the 
West, accentuating the decay). The decay begins from the ver 
point at which the empire is rounded out. From then on the over: 
whelming stress laid on the observance and preservation of Chines: 
institutions and ideologies becomes a necessary barrier erected 
against a very real social danger. That explains both the fact tha 
those institutions and ideologies were systematized in the firs 
dynasty by Confucius as well as the wonderful survival capaci, 
of Confucianism in the subsequent centuries. 

2. The second question is: What happens after the closing o 
the frontier? 

In the context of our present analysis the important thing 
note is (a) that the closing of the frontier pushes the problem oi 
the world position of the country increasingly into the foreground: 
(b) that this world position becomes an increasingly important 
factor affecting institutions and ideologies. 

This holds, in spite of widely differing backgrounds and settings. 
both for the United States and China with particular stringency. 
There can be little doubt that at present the institutions and 
ideologies of both nations are vitally affected by their world pos: 
tions and that the world position of each is vitally affected by 
that of the other. It is in this indirect way that the contact between 
Eastern and Western democracy, nationalism and internationalism, 
makes itself felt before their common victory brings about thei 
direct co-operation. 

An important distinction should be noted between geographic! 
location and world position. World position is the historical property 
of geographical location. Geographical location is natural, world 
position is historical; geographical location is given, world position 
is achieved. In the course of history, world position increasing’\ 
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Institutions and Ideologies: American and Asiatic 

gains the ascendency in the scale of values over geographical loca- 
tion. From a certain historical level (from about Columbus’ voyage) 
geographical location itself a neutral thing becomes significant for 
world position. Witness the complete upheaval in respective world 
positions with the deflection of the mainstream of world trade from 
che Mediterranean to the Atlantic at the end of the fifteenth century. 

The Middle Kingdom designates the geographical location of 
| China at a time when her world position was of relatively small 
| import. It is with the change from the overland route between the 
| West and China to the sea route, that China’s geographical location 
became relevant to her world position. 

The relevance of geographical location changes with the changing 
| world position, The geographical fact, for instance, that Russia 
_ isa Eurasian country is invested with a totally different meaning 

and significance before and after 1917. 

The geographical fact that America is neither a European nor 
an Asiatic country means, historically (with regard to America’s 
world position), that America had to cut her dependence from 
Europe and had to establish contact with the East. That much is 
certainly Manifest Destiny. The difficulties of achieving it in the 
iramework of imperialism or by the methods of imperialism proved 
wellnigh insuperable. 

Out of the First World War the United States emerged as a 
| creditor nation, to this extent cutting her economic dependence 

on Europe but beset with all the problems attendant upon having 
made Europe economically dependent on America. The cancellation 
| of the inter-allied war debts by Britain and France and the Hoover 

moratorium closed this chapter. Establishing large-scale economic 
contact with the East did not come about, mainly because of “un- 
| settled conditions” in China: revolution, civil war and_ national 
War against Japan. 

America’s world position was not capable of realization in the 
game of imperialist rivalry. The question then became whether to 
ight for America’s superior position on the plane of German- 
japanese imperialism, imitating their methods, or to fight by estab- 
wshing contact with the national liberation struggle in Europe and 
in Asia. 
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Pacific Affairs 

When America was attacked in December 1941 this choice ¢)) 
not exist any more. The challenge had to be countered, if at all, no: 
by throwing democracy away but by throwing it into the scales. 
When America was attacked, East and West met for the first tim: 
in history as comrades-in-arms in the Philippines and in China, 
And there was a complete instant readiness on both sides to may 


the battle-stations in joint combat. 
Up to that moment, American intentions in China were open t 


diverse interpretations and the status of the Philippines uncertaiy, 


But no one can accurately declare that America’s fight is to re 


the Philippines as a colony or for special privileges in China. 
The President’s message to the people of the Philippines is much 
more than the enunciation of general war aims: “The people of th: 


United States will never forget what the people of the Philippin: 


Islands are doing this day and will do in the days to come. | gi: 
to the people of the Philippines my solemn pledge that their freedom 
will be redeemed and their independence established and pr. 


tected.” 

This is the principle of self-determination made very concret 
and specific and applied for the first time to the East; this is Amer 
can nationalism and internationalism acknowledging its debt | 
the nationalism and internationalism of the East. 

History has made “Manifest Destiny” into a fight for Americas 
position in a world of free nations in both East and West. 


New York, January 1942 
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COLONIAL SOUTHEAST ASIA— 
INSTRUCTION OR EDUCATION 


J. S. Furnivai 


Ed. Note:—Japan’s advance in Southeast Asia at once raises the ques- 
tion of the part to be played by the colonial peoples of this area in the 
course of the war and the peace beyond the war. This complex problem 
involves, inter alia, consideration of the colonial policy of the Western 
governments. In the following article some of the difficulties of the 
educational side of that policy are discussed by an administrator of 
wide experience. 


bs THERE is one idea common to most writers on colonial 
problems of the present day, it is, perhaps, that the ruling Powers 
must give their subjects education. Note the word give. “It is 
necessary to give the native education,” writes M. Louwers.’ “What 
is to be our offering?” asks Mr. Mayhew;? and again, “We want to 


offer Africa what we believe to be fundamentai and best in our 
western life.’ “How much vocational and advanced education 
should be given?” is one of the problems discussed by Mr. Keesing 
in his illuminating study of the South Seas.* In the colonial world 
there is an infinite variety of problems as to who shall be taught, 
and what, and how. These are largely educational problems. And 
there are problems that go deeper: whether the people shall be 
taught and, if so, why. These are political, moral and religious 
problems. But the problem of education differs from all these. 
Education, even if with Milton we regard it as a ladder reaching 
up to heaven, has an economic aspect; the foot of the ladder rests 
on earth, So long as we talk of education as something for the 
ruling power to give its subjects, our head is in the clouds and we 
lose sight of the material world, governed in material affairs by 


‘Louwers, Report on Native Education, International Colonial Institute, 1931, p. 14. 

*Mayhew, Education in the Colonial Empire, London: Longmans Green, 1938. 

* Felix M. Keesing, The South Seas in the Modern World, New York: John Day, 
1941, p. 248, 
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Pacific Affairs 
supply and demand. We may spin fine phrases about “inspiring 
the natives to want and to want the right things, and to have the 
right attitude toward life,” but they might as well be crying fo; 
the moon, unless we create the economic circumstances which wl) 
enable them to achieve the “right attitude”—whatever the rig); 
attitude may be. And when we consider education from the ec. 
nomic standpoint, one thing that can hardly fail to impress us \s 
the distinction between education and instruction, that educations! 
experts and others so generally confound. 

It may be suggested that only among primitive races is com. 
pulsory education universal. Long before Buddhist missionaries 
brought civilization into Burma, the people tattooed their thigh, 
and until quite recently, public opinion required that every Burman 
lad should undergo the rite. In the most primitive society, such a 
the negritoes of the Andamans, all are illiterate, but all, from the: 
own standpoint, are educated; no one goes to school, but all are 
trained, by the pressure of the social environment, as fully equippe: 
members of the community. As Mr. Keesing remarks, “In pre. 
white days indigenous societies had definite systems of education, 
in the broad sense that every generation took steps to transmit thx 
cultural heritage to the growing youth.”* And Mr. Mayhew com 
ments to the same effect on Africa: “Tribal life involves a trib! 
system of education. The Western races are not ‘introducing ecu: 
cation’ into Africa. Our task is rather the modification of a system, 
elaborate and constantly developing, which existed long before th 
white man entered Africa.”® 

Education, then, is the sum of all those processes which fit the 
youth for social life. In former days his social life was bounded 
within the narrow limits of his tribe or country, but now his worl’ 
is world-wide. By the working of economic forces he has been 
brought into economic contact with the world, but he cannot be 
termed educated unless he is in social contact with the world; an¢ 
he can achieve this only as a member of a long series of lesse: 
groups, his family, his village or town, his tribe or country. Bu! 
this does not change the nature of education. In the wider modern 


* Tbid., p. 243. 
5 Mayhew, op. cit., p. 84. 
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Colonial Southeast Asta—Instruction or Education 

world the content of education is more comprehensive, but it is 
«ill the sum of all the processes that fit the youth for social life, 
only now it must fit him for social life as an adult member of 
world society. Whether in Europe, Africa or the Tropical Far East, 
education can mean nothing less than this. 

Many will hold that it requires much more; that it should en- 
deavor to fit the child not only for this temporal world, but for 
the city not built with hands that shall endure when this world 
oasses. Even, however, if we limit our views to this world, the 
question why we should concern ourselves with the education of 
children in the Tropical Far East or elsewhere is one to which no 
complete answer can be given on merely rational grounds; it is 
suprarational and essentially religious. The Christian may answer 
that it is because we are all members one of another, children alike 
of one Heavenly Father. But I do not wish to deal here with the 
religious question, nor with the question in morals as to whether 
we should concern ourselves with such matters. I assume that for 
some reason we wish to equip the youth of Colonial Southeast Asia 
as members of a world society. How that may be done is the 
problem of education. It is not, however, an educational problem, 
put political and economic. 

Now, if we allow that all the members of a savage tribe are 
educated, it follows that not the educated but the uneducated are 
the product of civilization. Various landmarks in the course of 
human progress have been regarded as fixing the birth of civiliza- 
ton, but for our present purpose we may date it from the invention 
{ letters as a means of communicating knowledge. It was then 
that the illiterate came to be regarded as uneducated. But a knowI- 
cdge of letters ordinarily requires formal instruction by a teacher. 
‘How knoweth this man letters, never having learned?” was the 
question asked by the Pharisees about the Carpenter. With the in- 
vention of letters the instruction of the mind becomes an im- 
portant factor in education, and from the birth of civilization there 
nas been a tendency to confuse education with instruction. So long 
s this confusion fogs the issue, we can never hope to solve the 
problem of education. For instruction, unlike education, can be 
usted on grounds of practical common sense. The Romans edu- 
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Pacific Affair; 
cated their children as citizens, but they taught their slaves ty | 
dancers, doctors, or philosophers. At the present time the employer 


is interested in the instruction of his “hands,” so that they m 


be as useful to him as possible; it is only when he regards his em, 
ployees as fellow men with souls that he is interested in the: 


education. 


Yet the link between letters and religion is as old as civilization, 
The oldest letters of the Western world were hieroglyphs, priestly 
symbols, at a time when literacy was a secret of the priests. In som: 
religious systems literacy never reached the common man, as, io: 
example, among the Hindus it was not extended to the szdras, the 
great mass of the common people. But in all the great world 1. 
ligions letters came to be regarded as a means of grace. The ms 
sionaries of Greece and Rome carried their alphabets through 1) 
length and breadth of Europe; Islam is pre-eminently the Religion 
of the Book; in Buddhism the gift of letters was regarded as «. 


equal in value with the gift of life, and in the Buddhist formu! 


Boddham, Dhamman, Sangham: pita, mata, acariya, the teach. 
acariya, is placed on the same level as parents. In all these religions 
it is a work of merit to confer instruction, and to receive it is . 


condition of well-being. 


When the rebirth of reason in the West laid the foundations 
the modern world, instruction, the rational training of the mini. 
naturally became more prominent in education. At the same tn 
there was a change in the attitude toward learning, which acquit: 


a new content embracing profane letters; and the polite student 


the humanities esteemed the ancient classics above the ancien 


fathers. With the Reformers, the appeal to the Bible as the found: 
tion of belief gave a new importance to instruction, but the 0! 
religious institutions with their traditions of instruction decayed | 
were dissolved, and no effective substitute was provided. As k. 


tionalism made headway, instruction came to have a cultural rathe" 
than a religious value; but it was a privilege of the upper class 
and the lower classes in Christendom received little more attenti0 
than the sudras of India. Not until the French Revolution spre’ 
the doctrine of equality did instruction come to be the natur! 


right of all—if they could get it. But Rationalism did not, like re 
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Colonial Southeast Asia—Instruction or Education 


jigion, furnish a reason why anyone should impart instruction 
without payment, and people in general could not afford to pay 
for it. Only with the birth of Nationalism did rulers come to recog- 
nize the advantage to the State of free public instruction: Prussia 
after Jena led the way, and France followed suit after Sedan. Eng- 
land, with the extension of the ballot, was converted to the view 
that “we must educate our masters.” In Japan the national revival 
was marked in 1872 by an attempt to introduce compulsory in- 
sruction. Like the old religion, the new religion of Nationalism 
recognized the importance of the child. But whereas formerly the 
child was taught as a work of merit for his own benefit, now he 
was dragged to school, under the sanction of a legal penalty, for 
the advantage of the State. 

During this long process another aspect of instruction was com- 
ing into the foreground. Learning has always had an economic 
value as well as a cultural or religious value. In early days it found 
its material reward through promotion in the Church, leading often 
to promotion in the State. With the Reformation the rewards of 
earning became largely independent of the Church. One reason 
for the wide appeal of the French Revolution was its slogan of, 
‘The career opened to talent.” The value of learning was no longer 
primarily cultural or religious, but practical. In the West the older 
tradition long survived, but in Japan a proclamation in 1872 herald- 
iag compulsory instruction announced in its crudest form the new 
doctrine that “learning is the key to success in life, and no man 
can afford to neglect it.” Thus, at the same time that compulsory 
instruction was being introduced in various countries for the ad- 
vantage of the State, many were coming to seek learning with 
widity merely for the prospects which it held out of material re- 
ward. But what they demanded was instruction and not education. 


iy us turn now to apply these considerations to Colonial Southeast 

Asia. Here, as everywhere formerly, we find the gift of letters 
«sociated with religion and the traditional culture. The small boy 
caring to recite Pali verses, the little children learning their folk- 


"Hugh L. Keenleyside and A. F. Thomas, History of Japanese Education and 
resent Educational System, Tokyo, 1937, p. 88. 
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Pacific Affair; 
dances are not being taught how to make a living in the modern 
world, but how to live as Burmans, or rather, as people used to liv, 
in Burma before it came into contact with the modern world, The 
system was intensely practical in the sense of fitting them for life, 
but not at all practical in the modern sense of enabling them 
earn a livelihood. That impressed all observers as its distinctive 
character. In Indo-China, the French found few illiterates, by: 
their education was of no use “pour les besoins de la vie pratique.” 
In the Malayan countries there were Koran schools, but the pupi\ 
studied only the Koran. Everywhere the instruction was pure) 
cultural, educational. 

These countries have now been taken up into a larger world {or 
which their traditional system of education provides no adequat: 
equipment. Formerly their education aimed at teaching them 
live in a social order held together by tradition sanctioned by te. 
ligion; it impressed on them the customary values of their people 
Now, by the working of economic forces, people of many ditleren: 
races have been attracted to settle down among them, often for 1 
more than a few years, and these recognize no common tradition 
or religion. One result inevitably has been the distortion of thei 
customary values, often with grotesque results. This is not wholl\ 
to be regretted, as their customary values needed readjustment + 
the conditions of a larger world. But it bears closely on the problem 
of education, as also does another aspect of the same process. Ord 
narily these newcomers live, each within his own community, 11 
economic contact, but not in social contact with the members 0 
other communities. Everywhere in the Tropical Far East there ho 
come into existence a Plural Society, held together not by tradition 
or religion but by little more than the steel framework of the law— 
a society in which distinct social orders live side by side but sep.- 
rately within the same political unit. In circumstances such as thes 
the social life within each community tends to be disintegrate’. 
and there is, moreover, no all-embracing social life. In the strc 
sense of the word, there is no society. If, then, education is the sum 
of all the processes which fit the child as a member of society, how 
can he be educated where society does not exist? That is part 0! 


7 Louwers, op. cit., p. 219. 
« 82» 


life a 
one il 
dren 1 
with 1 
of the 
was b 
I met 
school: 
comm 
on one 
for job 
In p 


* May! 


Co 

| the 

| the 
$0c 

ing 

tha 

fore 
teri 
on 

this 

Sou 
the 

the 

ciall 

 reme 
Bude 

taug 

| schoc 
Wyc 

to pt 

for s 

ment 

succe: 

In 


upils 


urely 


y te. 
erent 
n 
ition 
their 
holl\ 
nt t 
blem 


Ord 


Colonial Southeast Asia—Instruction or Education 
the problem of education in the Tropical Far East, and, thus stated, 
the problem supplies its own answer. Only by the reintegration of 
«ciety can we give a meaning to education. 

But that is not the whole problem. We have noticed that learn- 
ing has always had a two-fold aspect, cultural and practical, and 
that, in the modern world, the practical aspect has come into the 
foreground. That is true everywhere, but it is especially charac- 
teristic of a plural society, for an organization of this kind is based 
on economic relations and is necessarily utilitarian. Nowhere is 
this more clearly apparent than in the schools. Throughout Colonial 
Southeast Asia one finds nowadays schools of three different types: 
the native school; the mission school, Roman, or Protestant; and 
the secular school maintained by Government. Many boys, espe- 
cially boys of the official class, pass from one school to another. | 
F remember talking to one boy who had begun his education in a 
Buddhist monastery where, together with his letters, he had been 
sught the vanity of human life; thence he had gone to a Roman 
school, where he was exhorted to abhor the heresies of Huss and 
Wycliffe; and after that to a Protestant school, where he was told 
to put his hand before his eyes and pray to his Heavenly Father 
ior success in the forthcoming examination. The secular govern- 
ment school is, of course, indifferent to all these matters—except 
success in the examination. 

In all these schools the authorities had a different attitude to 
life and took a different view of education; but they were all at 
one in their attitude to instruction. All would agree that the chil- 
dren must pass their examinations; and here they are in agreement 
with the parents, who send their children to school, not for the good 
of their soul but to qualify them for “a decent job.” In Siam it 
was by learning English in a night school that a high official whom 
| met had secured a very decent job. In Malaya, we are told, the 
chools “taught English and such arts as were required for assisting 
commerce and the work of government.”*® Everywhere there was 
on one side a demand for clerks, and on the other side a demand 
‘or jobs, and the demand created the supply. 

In practical operation the system created a supply in excess of 


* Mayhew, op. cit., p. 206. 
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Pacific Affairs 
the demand. The schools needed supervision and this brought into 
existence an administrative staff of directors and inspectors. \... 
urally these tended to multiply schools without reference to the 
economic demand. The school authorities and schoolmasters |ike. 
wise endeavored to attract pupils, again without reference to the 
economic demand. There was an effective economic demand tend. 
ing to multiply the number of schools and scholars, but no equiva. 
lent demand for the services of the pupils after leaving schoo), 
Within limits, this state of affairs was not unsatisfactory to em. 
ployers as, with a supply in excess of the demand, they could reduce 
the rate of wages. Beyond those limits, however, the system created 
a large class of unemployable, and therefore discontented, “intel|)- 
gentsia.” Everywhere that was the actual result. 

But the school met the demand for employees and, until quite 
recently, nothing more was asked of them, except by a few idealis: 
who held that education was in essence cultural, and that all were 
entitled to instruction. This view, however, was dismissed as hu- 
manitarian sentiment. Up to 1908 the Institut Colonial Interns. 
tional had discussed education solely with reference to the forme. 
tion of an élite called to take part in the colonial work.’ The 
situation changed, however, when the victory of Japan over Russia 
stimulated an active nationalism throughout the Tropical Far Eas. 
The natives began to seek learning for power rather than prot, 
and to look on schooling not only as a means of individual a: 
vancement but also as an instrument of national progress. This 
conception of instruction as.a cultural asset struck a responsiv< 
note among well-wishers, and especially among missionaries an‘ 
government officials and others who had inherited and themselves 
been trained in a cultural scheme of education. 

Yet the new-born Nationalism came also as a warning signa. 
For it was sectional, and in a plural society sectional nationalism 
imposes a new strain on the machinery holding the several com 
munities together. The government of such a society can hari) 
rest on active consent, but it certainly rests primarily on acquies 
cence and is keenly sensitive to criticism and agitation. The natives 


could enforce their demands by agitation, and the governments co» J 


® Louwers, op. cit., p. 5. 
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Colonial Southeast Asta—Instruction or Education 

cerned found it expedient to meet them by a wide extension of 
primary instruction. All over the Tropical Far East one may notice 
, marked progress in this matter during the decade succeeding the 
Russo-Japanese War. This was not wholly a matter of expediency. 
Partly it was designed to remove just grounds for nationalist criti- 
cim of the inadequate facilities hitherto provided; partly it was a 
genuine and generous response to the creative enthusiasm of the 
nationalist renascence. But it was also a matter of policy with its 
origin in other motives, and among them a feeling that instruction 
might provide an antidote to nationalism if used to impress on 
subject peoples the power and achievements of their rulers and 
their own incompetence and wickedness.’ Nationalist and imperi- 
alist, however, had this in common, that they regarded education 
ss something more than mere instruction, and as a process fitting 
the child for his place in social life. Where they differed was in 
their conception of his place in social life: was he to be at the top 
or at the bottom? 

But nationalism was not the only impulse stirring the Tropical 
Far East at the beginning of the present century. Under the in- 
uence of rationalism the ruling Powers were putting their empires 
ona business footing, and taking a new interest in developing the 
productive resources of their dependencies. This was largely one 
aspect of the tendency, then generally prevalent, for large industrial 
concerns to stretch out tentacles over the tropics to safeguard their 
supplies of raw materials. For the development of production it 
was desirable to raise the general level of intelligence. Even un- 
skilled men were found more useful if they had received a bare 
minimum of instruction, and there was a demand for “intelligent 
and effective labor.” It was indifferent to the European employer 
whether his “hands” were Christian, Moslem or Pagan; but he ap- 
proved a system of instruction that “aimed above all to show the 
dignity of labor and to inspire the native with a taste for it,” and 
ne subscribed heartily to the opinion that “if the native is to work 
narder, longer and more honestly and continuously, education must 


Mayhew, op. cit., pp. 94, 143; Louwers, op. cit., p. 23. In Burma histories pro- 
‘ued to meet the nationalist demand for the story of their past caused just re- 
sentment by their imperialist bias. 
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Pacific A ffairs 
inculcate ideas of sanctity of contract and of ordinary honesty 
his employer.”"? Nor was it only to those interested in production 
that the diffusion of primary instruction appealed; it was profitable 
also to the large import firms and to manufacturers in Europe, 
Manufacturers of sewing machines and other costly articles could 
afford to employ itinerant agents who would push their goods 
and collect the payment in instalments; but rival brands of ciga- 
rettes, biscuits, tinned milk and patent medicine could attract cus. 
tomers at least expense through the medium of print—if only . 
sufficient number of the natives could read their advertisements. 
The multiplication of advertisements in the vernacular is one 0: 
the most striking features of modern life in the Tropical Far Fas, 
and it has been made possible only by the diffusion of primar 
instruction. Thus at the same time that nationalists were agitating 
for popular instruction on political grounds, the capitalists were be- 
ginning to see that there was money in this nationalist stunt. .\s 
Mr. Louwers remarks, “every colonial government deserves praise 
for the great good will with which it applied the new conception 
of education.”!” 

Nationalists, however, wanted more than a wider diffusion o: 
primary instruction; in fact they regarded this as of minor impor- 
tance in comparison with opportunities for technical and higher 
instruction and, therefore, of opportunities for studying the Euro- 
pean languages, through which alone such higher instruction was 
obtainable. This again fitted in with official policy and capitals’ 
demand. The former system, which had produced a surplus inte’ 
ligentsia, came to be regarded, like that of the monastic schools 
though for a different reason, as not sufficiently practical. For the 
improvement of agriculture and the development of industry, the 
various governments established technical departments, and in order 
to reduce expenditure on these departments it was clearly desirab.e 
to substitute local assistants for imported Europeans.’ In_ private 
enterprise the same consideration appealed to capitalist employer 
If native assistants can be trained to do the work of Europeans with 


11 Louwers, ibid., p. 49; Mayhew, ibid., p. 41. 
12 Ibid., p. 45. 
18 Tbid., pp. 130, 131. 
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Colonial Southeast Asia—Instruction or Education 

approximately the same efficiency, they can certainly be obtained 
at lower rates of pay. Thus nationalist aspirations were in accord 
with the working of the economic process by which cheaper tend 
«9 oust more expensive methods of production. They had a sound 
F economic basis and, in this matter as in respect of primary educa- 
ion, nationalists and imperialists had much in common. 

They had indeed more in common than may at first sight be 

apparent. On the cultural tradition of education the main object 
' isthe welfare of the child; he is an end and not a means. That is 
why the Buddhist ranks the teacher on the same level with the 
parent. But imperialists, capitalists and nationalists alike, tend to 
| regard him as a means: the former as a means of capitalist profit, 
she last as a means of nationalist progress. The imperialist favors a 
ype of education that will make the native a docile subject, and 
the capitalist one that will make him a useful employee; both, 
consciously or unconsciously, favor the type of education denounced, 
not unreasonably, by native critics as fostering a “slave mentality.” 
The nationalist, on the other hand, looks to education to produce 
revolutionaries, impatient of foreign rule. With neither side is the 
welfare of the child as such the first consideration. This common 
feature of the two policies appears most clearly perhaps where in 
application they diverge. At any given time the number of natives 
for whom a place can be found in European enterprise is limited. 
When that number is available and government and the employing 
classes have as many assistants as they want, they will stress the 
lingers of overproduction. Nationalists, on the other hand, looking 
on the school as a means of national advancement, will still suspect 
any tendency to restrict instruction as a move contrary to national 
interests. There is much force in both contentions, but the point 

‘immediate interest is that both assume the pupil to be a means 
and not an end. 

The fact that nationalist and capitalist have a common interest 
a the diffusion and improvement of instruction has a further con- 
sequence of much practical importance. The nationalist wants 
schools of all sorts with a view to national advancement. But schools 
nave to be paid for, out of either private or public funds. In the 
Tropical Far East a large proportion of the public revenue comes 
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Pacific Affair; 
from foreign capitalist enterprise. So we find it often asserted thy 
capitalist development is an essential condition of native progress 
and in the interests of the natives themselves should be encouraged 
But the growth of foreign capital and foreign enterprise accentuates 
the plural character of society and enhances the political power ¢{ 
the foreign and capitalist elements. This raises a formidable dilemm: 
for the nationalist: which is the more dangerous to national devel. 
opment—to cut down instruction, or to encourage foreign capit.|’ 

Is it possible however to dodge between the horns? It must be 
recognized that the provision of facilities for instruction tends t 
produce a supply of graduates in excess of the demand. That di: 
ficulty is not limited to Colonial Southeast Asia or to dependencies 
in general. It is conspicuous in Japan where it seems that the col. 
leges, technical institutes and schools turn out 30,000 graduates an- 
nually, of whom only some 17,000 find employment." Everywhere 
the colleges and schools are turning out clerks, lawyers, doctor, 
engineers and teachers trained on Western lines. But with society 
as at present constituted the demand for men trained on Western 
lines is insignificant in comparison with the population. Among 
the natives there is a wide demand for lawyers because every native 
with a case before a European court must employ a lawyer trained 
in Western law. We find accordingly that lawyers form a large 
proportion of the natives who have attended Western schools. bu 
there is no corresponding demand for doctors, because the bul 
of the people have greater faith in the practitioner who follows th: 
indigenous medical tradition. For the engineer the people in genera. 
can have little use so long as they earn a livelihood as peasant cult: 
vators and live in villages consisting of bamboo huts. Only throug! 
organizing a demand among the people for the graduates 0 
Western schools can we find an escape from the dilemma. If w: 
can achieve this we shall at the same time also be contributing 
toward the reintegration of the plural society. How we may attemp: 
it lies outside the purpose of this article, which aims merely « 
suggesting that in the Tropical Far East the problem of education 
is a problem of demand rather than of supply. If that be so, then 


14 Keenleyside and Thomas, op. cit., p. 18. 
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' educationists and others who discuss what kind of “education’ 
» should be given, are approaching the subject from the wrong end, 


Colonial Southeast Asia—Instruction or Education 


and can at best go round and round industriously, like white mice 
in a cage but not so harmlessly. Create an environment in which 


' there is a demand for education; remove all hindrances to the free 


play of this demand; and it will no longer be necessary to discuss 
what instruction shall be given, because the demand will create its 


own supply. 


Cambridge, England, November 1941 
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COMMENT AND CORRESPONDENCE 


TRANSPORTATION ON THE BURMA ROAD 


In the December 1941 issue Paciric Arrairs published, under the 
title “A South Seas Chinese Reports on the Burma Road,” an account }, 
Mr. Chen Chia-keng, Chairman of the South Seas Chinese Federation 
Singapore, describing conditions as they existed in the previous winter, 
Since that time tremendous improvements have been made, in large part 
under the direction of the American Commission for the Burma Road 
comprising Mr. Daniel G. Arnstein, Mr. Marco Hellman and Mr. Haroli 
C. Davis. Commenting on the Paciric Arrairs article, Mr. Davis write 
as follows: 


D.. CuEN CHIA-KENG gave an account of some of his gener! 
experiences which, in short, were as follows. He states that outside o! 
improvements in hospitalization, medical provisions, tools carried in 
cars, and the fact that there was less red tape for the procurement o’ 
drivers’ meals, no other improvements were visible, although the South 
Seas Chinese Federation had been promised by the authorities that a! 
sorts of improvements would be instituted. He pointed out that even 
though plans for terminal depots had been forwarded, together with 
plans for financing same by the Federation, the entire project was rc 
jected by the Chinese Ministry. 

He indicated that although drivers’ training institutes had been se! 
up and there were any number of graduates who had certain knowledge 
of truck operations, there were still on the payroll many who had not 
yet been assigned to any duty. He indicated that various government! 
organizations competed with each other, and that this competition 
created anarchy on the road between the drivers; that there was no ¢\:- 
dence of even the slightest fundamental knowledge of the motor transpor. 
tation business, and as a result trucks which should last several years 
were totally out of commission after only one-half year’s operation over 
the Burma Road. He showed that at the time of his trip the Southwest 
Transportation Company, which had 3,000 trucks, was so inefficient that 
it was delivering to Kunming, the end of the Burma Road in the 10- 
terior, less than 3,000 tons a month, a net figure of one ton per month 
per truck. He also pointed out that due to lack of supervision, the 
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Comment and Correspondence 


-minal negligence of the drivers on the Road was exasperating and 


heartbreaking. 

In fact, his whole article indicated that the poor management of the 
ransportation system had the effect of piling up tremendous quantities 
of idle supplies which, if these conditions were rectified, could be prop- 
erly utilized and enemy seizure thereof averted. 

This entire condemnation was no doubt true in 1940, but during 
the early part of 1941 conditions had greatly improved—perhaps not 
1o the extent desired, but certainly to a tremendous degree over condi- 
ons as reported by Mr. Chen Chia-keng. 

One should not be too critical of the Chinese as far as motor trans- 
portation is concerned, since the operation of trucks was an entirely new 
method of transportation for them. In the province through which the 
Burma Road runs there are approximately 100 million people, and up 
to a few years ago most of them had never seen a motor truck or 
automobile of any kind. According to Chinese records, there were 
only 180 automobiles in the entire province of Yunnan as late as 
i937. Now, with the influx upon the Chinese of thousands of trucks, 
together with the fact that the nation was engaged in fighting an ag- 
gressor, it was almost out of the question to secure experienced personnel. 
lt was, therefore, incumbent upon the Chinese to learn the motor trans- 


} portation business as they went along. 


It might be said in this respect that the Chinese are forty years 
wehind us in motor transportation knowledge, but are not blessed with 
anywhere near the same conveniences. For example, if one were to 
art a business in this country, it would only be necessary to call upon 
the local communication company to insert a telephone. This instru- 
ment, together with the now highly developed telegraph system, fur- 
nishes all communications necessary and creates complete control of 
the movement of all trucks and personnel. Also, when one starts in 
the transportation business here, there is a feeling of security in the 
snowledge that your driver personnel will behave themselves while 
a the road, as the state authorities furnish the proper policing. On the 
burma Road, however, there are practically no communications or polic- 
ng. In addition to these deficiencies, the fact that thousands of 144-ton 
trucks were sold to the inexperienced Chinese as 4-ton trucks led, no 
‘oubt, to the disorganized conditions which Mr. Chen Chia-keng ex- 
yerienced in his travels during August 1940. 

Tonnage figures in the spring of 1941, however, indicated that any- 
“here from 10 to 15 thousand tons per month of government military 
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supplies were reaching their destination in Kunming. It became ¢,. 
dent, however, that under the Lease-Lend appropriation made to Chin; 
it would be necessary at least to double and possibly triple this amouy; 
of tonnage carried over the Burma Road. For this reason, the Americay 
Commission for the Burma Road was formed, and at the invitation ¢; 
Generalissimo Chiang Kai-shek this Commission went over to se: 
what improvements could be made. The Commission was comprise! 
of Mr. Daniel G. Arnstein, Mr. Marco Hellman, and myself. 

The trend of improvement in the movement of supplies could prob. 
ably be very well illustrated by giving a short resumé of our trip, show. 
ing our findings, what we recommended, and the subsequent actio: 
taken. We left in the middle of June 1941, and after flying the Pacii: 
arrived in Hongkong on July 6th. Six days later we were in Chung. 
king. After a brief stay in which we inspected terminals and facilites 
in that city, we flew to Kunming, the town at the end of the Burma 
Road. At Kunming we also went through a four or five day period 
getting ready for our trip over the Burma Road and inspecting the 
facilities of the various terminals, warehouses and go-downs. 

We then travelled over the road by automobile, stopping in turn over. 
night at Tsuyung, Hsiakwan, Paoshan, Mangshih and Lashio. We spent 
five days leisurely making this trip, and in all the towns along the roai 
we stopped and inquired into all phases of the motor transportation 
business as conducted over the road. From Lashio we flew to Rangoon 
where we had interviews with the Governor of Burma, the Premier, 
the Defense Minister, and practically everyone else who had anything « 
do with conditions which would affect the movement of supplies ove: 
the Burma Road. 

While at Rangoon we inspected the wharves and the steamships 
which were unloading, and made inquiries into the railroad opera 
tions. We found that these facilities for the movement of materia’ 
and supplies were adequate. Outside of a slight delay at the Customs, 
caused by the manner in which freight was being checked out of th: 
ships, there was a steady flow of tonnage up to Lashio. Upon inguin 
of the railroad officials we were informed that even during the nc 
season 1,200 tons per day could be handled—during the rest of 1! 
year the capacity was 3,000 tons per day. Our investigation determine: 
for us that there were no bottlenecks as far as Burma was concerned. 

We decided that Rangoon was the place to make a report to the 
Generalissimo to inform him of conditions, and make recommendation 
as to improvements. Our report showed that we had found, as had Mr 
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Chen Chia-keng, that the various governmental organizations were act- 
ing independently of each other. There was no co-ordination of or co- 


operation between them, each one being concerned with moving the 


freight requirements of its own department. As a result, trucks be- 
longing to one agency would be idle, while another agency would be 
handicapped by a shortage of trucks. Also, these governmental agencies 
would compete with each other for the services of commercial truckers. 
As a result, the latter were able to charge extremely high rates for 
transportation of merchandise between Lashio and Kunming. We recom- 
mended in our report that the trucking facilities of all these agencies 
be combined into one governmental trucking agency. Before we left 
Chungking the Generalissimo told us that this program would be 
efectuated commencing September 1st. Since that date we have re- 
ceived a cable indicating that this work has been carried out. 

There were no gasoline filling stations along the road. Therefore, 
trucks were compelled to carry sufficient gasoline in drums to complete 
the round trip from Lashio to Kunming, reducing the trucks’ poten- 
ual freight load approximately 50%. Before we left China we gathered 
together the officials of the large gasoline companies and informed them 
of our recommendations to the Generalissimo that gasoline companies 
should be compelled to set up their own filling stations along the road 
and to haul in their own gasoline, if they wished to sell it to the 
Chinese. 

As already mentioned, we found that the facilities for intercommuni- 
cation along the road were practically nonexistent. As a consequence, it 
was almost impossible to control the drivers, so we recommended that 
an intercommunication telephone system be established, and have since 
understood that this was being done. Another recommendation which 
we also made was regarding the establishment of a police system. This 
should have the effect of eliminating a great many of the vicious prac- 
tices employed by the drivers on their trips over the road. Some of these 
practices involved coasting down hill, blockirg up the highways, steal- 
ing from one another, and interchanging parts between government and 
commercial trucks. 

We found a chaotic condition as far as the operations of the govern- 
ment trucks were concerned, in that there was a sad lack of knowl- 
edge of the loading and maintenance of vehicles—the word lubrication 
apparently not having yet entered their vocabulary. This, no doubt, was 
due to the fact that the operations of the trucks had been set up under 
asemi-military battalion system, each battalion being in charge of a 
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Pacific Affairs 
battalion commander who knew nothing about motor transportation, \e 
discovered a truck graveyard—245 trucks in all. These trucks had beep 
run into a field because of breakdowns and had been left there {,; 
future consideration, many of them with good tires. There had been 
no attempt made to rehabilitate them, due primarily to the lack o: 
spare parts, tools, and a knowledge of just how these parts and tools 
could be utilized. 

Commercial haulers seemed to be having a field day with respect 
their ability to get outrageous prices for hauling merchandise into the 
interior. These high rates obtained by them made it possible to pay their 
drivers considerably more than was paid to drivers of government 
trucks, who receive an average of two hundred and fifty Chinese do! 
lars per month, which is equivalent to ten American dollars. In addi- 
tion to the high pay given to their drivers, these commercial truckers 
also paid bonuses for each trip. These conditions led to the disruption 
of traffic and led to conflict between these drivers and the patriotic 
overseas drivers who were handling the government trucks. In our 
recommendations to the Generalissimo we left detailed plans concern 
ing the setting up of preventive maintenance shops, and also recor: 
mended that a control office be set up which would control the cond 
tions surrounding the movement of private commercial truckers. 

We also found that taxes were being collected at numerous points 
along the road, said collections delaying the trucks anywhere from one 
to three days at each point. In our recommendations to the General's. 
simo we suggested that these taxes all be collected at one point by the 
National Government, and a later allocation of the taxes be made by 
to the various agencies entitled to them. Very shortly after we arrive 
in America we learned that Dr. T. V. Soong, who represents the finan- 
cial interests of China in Washington, had received a cable from Gen- 
eral Yu Fen-peng indicating that on order of the Generalissimo, con 
ferences had been held between delegates of the Finance Ministry an: 
Provincial officials in charge of revenue collecting at Kunming; the 
had decided to eliminate the provincial highway toll tax and taxes tor 
the administration of commercial vehicles; improvements in the pro- 
cedure for inspection and for the collection of taxes and custom duties. 
and an extension of office hours, had been ordered immediately enforce: 

To sum up, we came to the conclusion that the transportation ©! 
freight over the Burma Road was impeded by three principal factors: 

1. Lack of knowledge of the application of fundamental transpo- 


tation principles. 
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Comment and Correspondence 
2. Lack of co-ordination of and co-operation between existing trans- 
portation agencies. 
3. Lack of unified authority, to compel performance to fulfill in- 
dispensable requirements. 


Therefore, the principal factor in our report to Generalissimo Chiang 
Kai-shek called for the appointment of a Managing Director of the 
Burma Road, to be given complete control and full responsibility. This 
was in direct contrast to their present way of operating the road, which 
was through a Commission, one member of which was in Chungking, 
one at Kunming, one at Rangoon, and the fourth in America. It was 
our understanding at the time of our trip that the first meeting of this 
Commission was yet to be held. The thought that we conveyed to the 
Generalissimo was that if this road was to serve its historical purpose, 
the Managing Director must be on the spot so as to deal with problems 
as they arose. Problems should not be referred to a far-flung Commission 
which did not function. 

There were many other recommendations in our report which I have 
not referred to, but before we left China many had already been 
elected. One of the changes which pleased us immensely was the ap- 
pointment of General Yu Fen-peng as Managing Director of the road, 
with Mr. T. C. Chen, an English-speaking Chinese, as his assistant. 

We had already arranged for an experienced man, Captain James 
Wilson, from America, to be with these two gentlemen as a technical 
adviser. Wilson is a West Point graduate and has had considerable ex- 
perience as the general manager of a large New York State truck 
operation. Before we left we went over in detail plans of organization 
ior the operation of the Burma Road from every possible angle, so 
that all functions would operate in harmony and would eventually move 
the tonnage desired. 

By the time we reached Manila we were very pleased to learn that 
our efforts to have the 1% ad valorem tax removed had been successful. 
This tax was being imposed by Burma on Lease-Lend materials to 
China, and its removal facilitated the speeding up of the movement of 
new trucks and supplies to the interior. 

A cable recently arrived to the effect that the tonnage over the road 
has been more than doubled, giving as the reason for this improvement, 
‘our factors—all recommendations which we had forwarded. 

| know, at this writing, that a great many of the malpractices that 
were seen by Mr. Chen Chia-keng have been eliminated, and that under 


« 95» 


> 
to the 
y their on 
nment 
addi- 
aie 
» 
| 


act fic Affairs 
present war conditions, if it is possible to transport the anticipated Leas. 
Lend supplies to Rangoon, the Burma Road will be able to handle ths. 
supplies into China as fast as they arrive. 

Harorp C. Davis 
New York, December 1); 


THE REVIVAL OF THE LAND PROBLEM IN CHIN 4 


F June 1941 a National Financial Conference assembled jy 
Chungking. This was the third convocation of its kind since the esta). 
lishment of the Kuomintang (Nationalist Party) regime, but the firs 
since the outbreak of the Sino-Japanese War. The conference dealt with 
the pressing needs of war financing. The most important proposa's 
adopted were the handing over of the land tax by the provinces to tx 
central government and the change of the land tax from cash payment 
to payment in kind to arrest the evils of inflation. These measures affect 
both the landlords and the peasants and involve at least a partial read- 
justment of their mutual relationship. They also, of course, involve th: 
problem of better land utilization to secure a higher government incon 
without undue hardship on the taxpayers. These inevitably brought the 
“land problem” to the fore. 

At the conference, Generalissimo Chiang Kai-shek had reaffirmed Dr 
Sun Yat-sen’s fundamental land policy. The land problem had played 
a vital role in China in the 1925-27 revolution. This is the revolution 
popularly known in China as. the “Northern Expedition” led by thx 
Kuomintang in alliance with the Chinese Communists. While the |atte: 
were chiefly responsible for the organization of the peasantry as well « 
the workers in support of the expeditionary army, the Kuomintan, 
also had a legitimate claim to the leadership of the agrarian movement 
Its founder, Dr. Sun Yat-sen, long before there was a Communist Part) 
in China or anywhere in the worid formulated one of the four cardind 
planks of the basic program of the Chinese nationalist movement 3 
“Equalization of land rights” (Pingchun ti chuan). This was also sub 
scribed to by the Chinese Communists but, later, differences develope: 
in the application of the land policy. 

The unification of China under the Kuomintang Government 3s 
preceded by its split with the Communists. There developed an armeé 
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Comment and Correspondence 

civil conflict which tore China asunder for almost a decade until the 
eve of the present Sino-Japanese War. One of the chief issues was the 
controversy over the land problem. During this period partisan and 
freelance literature analyzing and debating the land problems and 
policies in China was produced in great abundance, to which not only 
Chinese but also European, American and Japanese students and propa- 
gandists contributed. However, the danger of a divided China’s com- 
plete conquest by Japan impelled the rapprochement of the contending 
Kuomintang and Chinese Communists. The two parties took steps to- 
ward reconciliation; civil war ceased. Both sides called for collaboration 
between landlords and peasants to resist the common enemy. Ideologi- 
cal battles over the land problem petered out. 

But the problem itself remained unsolved. Indeed, it became more 
pressing with the increasing strains of the war. At the National Finan- 
cial Conference of 1941, the land question was once more raised. The 
discussion was thus revived—this time with government blessing instead 
of being initiated by an opposition, as in the case of the Kuomintang- 
Communist coalition against the Peking regime or the case of the 
Chinese Communists following the Kuomintang’s assumption of politi- 
cal control of the nation. 

While available literature is still insufficient to reflect how different 
groups in China respond to the reopening of this fundamental issue by 
the Government, a collection of seven articles published in the Septem- 
ber 1941 number of The Financial Review (Ts‘aichen Pinglun) affords 
some indication of the Government’s position as well as a number of 
unsettled points on this question. It is to be noted that The Financial 
Review is sponsored largely by the Chinese Ministry of Finance,! while 
some of the authors are closely associated with the Financial Confer- 
ence or the Financial Ministry. A summary of these articles may, there- 
ore, be of some value to those who are interested in the problem. 

All of the seven articles start from the basic Sun Yat-senist position 
of “equalization of land rights.” This basic position, according to “A 
History of China’s Land Policies,’* compiled by the research staff of 


t 


*H. D. Fong, “A Brief Survey of Economic Literature on China during the War,” 
Nankat Social and Economic Quarterly, Chungking, January 1941. 

*Ts‘aichen Pinglun, Hongkong and Chungking, September 1941, pp. 119-130. 
This entire article treats the subject according to the changes in the status of land 
ownership and divides Chinese history prior to the present Kuomintang regime 
into four stages. The stage of public ownership of land lasted until the end of the 
Chow dynasty. Private ownership developed during the Han and Tsin dynasties 
and was maintained in South China during the era of “South-North Dynasties.” 
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The Financial Review, applies only to urban lands. It is to be establishe: 


plis 
through the progressive taxation of land and the socialization of |) leas 
unearned increment of value in land. A parallel to “equalization ¢: } 

land rights" is “land to the tillers” which is applicable to farm Jand. fore 
The Review's research staff finds that while Dr. Sun Yat-sen de’: hav 
in detail with the urban proposition, no program for the application o: thei 
the policy of “land to the tillers” was elucidated by him. “This,” ¢. e 
plains the research staff, “is because of the difficulties involved in its ap. is tl 
plication, which are many times greater than those in the equalization, T 
of land rights.” mm) 
The distinction between an urban and a rural policy as set forth by can 
the research staff is not found in the other articles under review. » cont 
least not explicitly. It is to be recalled that “equalization of land rights,” Ir 
designated in this article as the urban policy, was enunciated by Su zat 
Yat-sen as one of four cardinal planks of his basic political progray “Sin 
many years before the so-called rural policy “land to the tillers.” [r is pass 
one thing to distinguish the urban and rural policies as more or less Mee 
parallel to each other, as the research staff seem to, and another thing to rem: 
treat the earlier doctrine as a general principle and the later one as its Wu 
logical corollary, directed specifically to the increasing agrarian crisis out 
which seems to be the approach in the other articles under review. ritor 
The land law promulgated by the Nationalist Government in 19} cour 
contains provision for the realization of the policy of “land to th thin! 
tillers” in a “more definite and concrete manner than the Father of the the | 
Republic,” (i.e, Dr. Sun Yat-sen) according to the Review's stati pers 
The provisions in this respect are summarized as follows: “In the positive out 
aspect they promote the reclamation of idle land to increase farm acre righ 
age and in the negative aspect they restrict the profits of big landownc:s tion 
to force them to sell their land to the tenant farmers.” The restrictions conn 
consist of reduction of rent, increase of taxation and limitation 0! Se 
acreage owned by any individual. Should these measures fail to accom 1930 
erty | 
The North-Wei of the North Dynasties started to revive public ownership, whi wid 
was spread to the entire country united during the Tang dynasty. Private owner y 
ship has been re-established since the Sung dynasty. Each of these four stages, a Bef 
well as the policy of the Kuomintang, was given equal attention in the discussion 5 allot 
the authors. clear 
3 The other three planks being, as stated’ in the 1905 Manifesto of the Milter 
Government of the Revolutionary Alliance (T'ungminhwei Chiinchenfu), the ove coun! 
throw of the Manchu rule, the recovery of China and the establishment of a tore 
public. For complete text of the Manifesto, see Pingshui Wenlan: A Revolution” to W 
History of the Chinese Republic (in Chinese), 2nd Ed. 1937, Shanghai, New Cu- 
ture Book Society, vol. 1, pp. 20-23. bar 
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olish the objective, provisions restricting the landlord’s right to terminate 
leaseholds are considered the best protection for the tenants. 

However, it is observed that though reduction of rent might have 
forced down the value of farm land in Chekiang, very few tenants 
have availed themselves of the advantage by buying the farms from 
their landlords. This, asserts the staff writers, is due to financial strin- 
gency. The establishment of land banks and an increase of farm credit 
is therefore held to be indispensable. 

There are certain recommendations by the Review’s staff for the re- 
vision of the 1930 Land Law. For instance, the provision that a leasehold 
can be cancelled by the landlord if his tenant fails to pay rent for two 
consecutive years is regarded as too drastic and should be amended. 

In the article entitled ““The Problem of Land Distribution and Utili- 
zation,” Mr. Wu Shan-ying, author of the 1930 Land Law, remarks: 
“Since the promulgation of the Land Law more than ten years have 
passed. Despite the concern and deliberations of the Central Plenum 
Meetings (of the Kuomintang) and the urgings of the public, it still 
remains unenforced.” But the public must not be impatient. As Mr. 
Wu states, “The Land Law is an all-inclusive program for the carrying 
out of the ‘equalization of land rights.’ Because of China’s enormous ter- 
ritory it certainly cannot be enforced simultaneously throughout the 
country. Plans must be made for its gradual application. Personally, I 
think we should start in populous urban centers and then go down to 
the populous counties. This will yield sufficient experience and adequate 
personnel for the rational and systematic application of the law through- 
out the country, and only in this way can the equalization of land 
rights be realized. This is because of the fact that the policy of equaliza- 
tion of land rights is a grand hundred-year plan of our country which 
cannot be carried out hastily in a short while.” 

Some of the prerequisites for the enforcement of the Land Law of 
1930 are mentioned by its author. They are: the registration of prop- 
erty rights in land; a survey of farm areas; the assessment of land value, 
and the enactment of laws governing the procedure of tax collection. 
“Before the creation of these prerequisites the Government must first 
allot a sum of money for these various phases of fundamental work to 
clear up land titles. We must know that the landed properties of our 
country have never been surveyed and registered scientifically and there- 
fore a thoroughgoing task is required. . . .” It seems that, according 
to Wu Shan-ying, there is yet a further prerequisite, which is financial. 


‘Ts‘aichen Pinglun, op. cit., pp. 1-5. 
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Mr. Wu Chiue-min, in his article “Suggestions for Revising Land 


Report Procedures by Using Land Value as the New Basis,”® asser;; Pes 
that the prerequisites mentioned by Mr. Wu Shan-ying, which aly eure 
constitute part of the provisions of the Land Law of 1930 and its Sup. .* 
plementary Law, require more than a hundred years to accomplish, mai 
A German professor’s estimate of forty years at the cost of 800,000,009 ciall 
tael to complete the cadastral survey of China Proper is regarded as ton core 
low by the author. His estimate is “over a hundred years” at the cost or i 
of “several billion.” His conclusion is reached after a brief review o; . 
the time and money required in the cadastral surveys in France, Ge:. taxa 
many, Japan and Korea, all of which are many times smaller thay ado} 
China, while the technical means at the disposal of these surveys were valu 
many times better than are available for China. cial 

The relative unimportance of the urban aspect of the land policy ma appl 
be indicated incidentally by the author’s elucidation: “The Land Law eval 
classifies land according to use into rural and urban land. Land within acco 
the jurisdiction of a municipality is designated as urban and all Jan‘ subj 
beyond municipality limits is designated as rural. There are only seven ernn 
municipalities under the central government and less than a score oi own 
muncipalities under the provincial governments. The portion of the the | 
land in the nation which is rural is therefore overwhelming.” the | 

From here the author continues: “The average value of rural land Sa 
was $30 per mow in 1934. Allowing a tenfold increase, the present aver- com, 
age value amounts to only $300. The rate of increase in the value of unne 
land is greatly behind that of commodities. To mobilize tremendous prov 
human and material resources, to lay out huge sums of money, and to can 
waste a hundred years for a cadastral survey, registration and evalu: Lanc 
tion, in order to enforce a system of taxation based upon land value. have 
is unnecessary not only in the present emergency but also in peacetime. sugg 

Mr. Wu Chiue-min’s article starts with a critical review of the bass In 
of land tax in the different periods of Chinese history. These are liste’ Tenc 
as soil, topography, yield and acreage. He then proceeds to show the by R 
difficulties in applying them. The fertility of soil changes with time, an! polic 
its rating requires expert knowledge of chemistry and geology. The top prew 
ographical classification of land as a basis for tax rating is held to le of hi 
simply befuddling. The writer states that land in China has been class: tone 
fied in four general categories: water land, dry land, hilly land an‘ and | 
swamp land. But the subdivisions stagger one’s imagination and th: M 
definition of each is neither uniform nor concrete. For instance, the tot! — 
1b 


5 Ibid., pp. 7-16. 
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number of topographical designations of land amounts to sixty-five in 
the county of Hsao-hsing, Chekiang. Meanwhile, topographical fea- 
tures also do not remain the same for all ages. Farm income as a basis 
of tax rating is complicated by the factors of cost of production and 
maintenance, by landlord-tenant varying share of the income, and espe- 
cially by annual fluctuations of the harvest. Acreage as a basis is, ac- 
cording to Mr. Wu, obviously unfair, due to the unequal productivity 
or income of different kinds of land. 

The author concludes that the old and existing standards of land 
taxation are “obsolete and behind-time” and “none of them should be 
adopted.” He therefore not only supports a land tax according to the 
value, as provided by the 1930 Land Law and reaffirmed by the Finan- 
cial Conference of June 1941, but demands a more thoroughgoing 
application of this principle by relying more on the landowner’s own 
evaluation. The author is not worried about untruthfulness because, 
according to Dr. Sun Yat-sen, if the valuation is too high, the landlord 
subjects himself to a higher taxation rate, and if it is too low, the Gov- 
ernment shall exercise its legal power to buy the land at the landlord’s 
own price. The author informs us that the Land Financing Bureau of 
the China Farmer’s Bank has already included land buying as one of 
the business activities in its draft plan. 

Safeguarded by the Government’s power to buy undervalued land, a 
comprehensive cadastral survey as provided in the 1930 Land Law is as 
unnecessary as it is impractical for China, according to the author. Such 
provisions in this law must therefore be revised. Even a constitution 
can be amended. It is definitely beyond reason to assert that since the 
Land Law and its Supplementary Law have been promulgated they 
have become immutable documents. The research staff's article had also 
suggested revision of the law along the same line. 

In the article entitled “Land Distribution in Our Country and Its 
Tendency,"® Mr. Wu Wen-huei critically reviews statistical data used 
by Rightists and Leftists in the past to justify their respective agrarian 
policies, and concludes that the greatest credence should be given to a 
prewar survey made by a Kuomintang commission. But the main basis 
of his conclusions is his own estimate made seven years ago. The whole 
tone of his article emphasizes the unequal distribution of land in China 
and its increasing tendency, unless checked. 

Mr. Wu Wen-huei’s own estimate of land distribution is as follows: 


Tbid., Pp. 17-24. 
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Mr. Wu states: “From the above it can be seen that land distributioy 
in China is far from equal. But our observation should not be limited 
merely to figures. According to various local surveys the landlord: 
and rich farmers’ land is generally blessed with better soil and location 
while the land of the bulk of the farming population is often of ax 
inferior quality.” Here Mr. Wu cites Dr. Chen Han-seng’s findings’ ip 
Kwangtung as an illustration. 

“The unequal distribution of land in our country is the fundamental 
agrarian problem. It is one of the basic reasons for the mass povert) 
among the farming population. It is often the motivating force in rural 
disturbances.” 

A general tendency of increasing concentration of land ownership is 
also observed by the author. He lists four factors underlying this ten- 
dency, the development of commerce since the opening of China to for 
eign trade, usury, political corruption, and excessive rent. He also |ists 
two factors which accelerate this tendency: the backwardness of manu 
facturing industry, and the frequency and severity of natural calamit) 
But all these factors are not isolated from each other; rather they act 
and react upon each other and drive concentration higher and higher. 

“Outside of a few countries:such as England, Italy and Germany, 
the degree of concentration of land ownership (in China) is not lower 
than the other nations. It is definitely higher than in France and Deo- 
mark. Generally speaking, the degree and character of the unequa' 
distribution of land in our country is comparable to that in the Fastern 
European nations which, owing to force of circumstances, carried ovt 
a ‘green’ type of agrarian reform after the last European war; there has 
been redistribution and readjustment of land, but it has been by no 
means thorough.” The postwar European land reforms, none too sats 
factory to the author, lead him to forecast the inevitable development 
of a movement in China for land reform after the present war. 


7 Problems of the Pacific, 1933, New York, Institute of Pacific Relations, p. 27!. 
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Comment and Correspondence 

In the article entitled “Steps to Carry Out the Land Policy in Our 
Country,”* Mr. Kao Shin draws an opposite conclusion from the statisti- 
cal data compiled by the Government commission referred to by Mr. 
Wu Wen-huei. Mr. Kao sees not social but sectional inequality, or 
an “extreme inequality of distribution between the populations of dif- 
ferent sections of the country. The gist of the land problem of our 
country,” according to Mr. Kao, “is insufficiency of land distribution and 
how to transform a tenant-farmer into an owner-farmer. As observed 
by Tsungli (Dr. Sun Yat-sen), in our country there is only the very poor 
and the moderately poor, and there are no opposing classes.” 

Mr. Kao advocates: (1) improvement of conditions of tenancy, which 
includes reduction of rent, stabilization of tenure and amelioration of 
the tenant’s contractual obligations; (2) better land utilization, emphasiz- 
ing the necessity of consolidating scattered tiny lots to form larger con- 
tiguous holdings; (3) government buying of land according to the as- 
sessed value; and (4) the establishment of a system of land finance. 

The last item is regarded by the author as the prerequisite for the 
enforcement of China’s land policy. He maintains: “The formation of a 
national land bank shall be based upon the land value of the entire 
country and this bank shall be‘ constituted as the highest financing in- 
stitution for the solution of the land problem by the state. The status 
of this bank shall be one of complete independence. It should not be 
subjected to the influence of political changes. Neither should it engage 
in the activities of an ordinary commercial bank. Land credit shall be 
its specific activity and its main tasks are as follows: issuing land bonds; 
acting as an agent for the state in the collection of land tax and payment 
of land rent; granting land buying loans; granting land improvement 
loans; granting cadastral survey loans.” 

The author notices that the recent draft plan of the China Farmers’ 
Bank was drawn up more or less along the lines of his proposal, but 
the issuance of land bonds was not listed. He points out that these bonds 
are the primary prerequisite of all things. 

A gigantic scheme for the establishment of land banks and the is- 
suance of “land credit notes” as a form of currency, with promises for 
China’s future that would stagger the imagination, is outlined by Mr. 
Huang Kung-an in “Preliminary Proposals for the Establishment of a 
System of Wartime Land Banks.”® This scheme is characterized by the 
author as one “to mobilize the invisible power of land,” in contrast to 


: Ts‘aichen Pinglun, op. cit., pp. 25-29. 
“Ibid., pp. 49-58. 
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Pacific Affair; 
its “visible power,” which is its productivity. “What I mean,” writes \- 
Huang, “is the credit function of land, or ‘the financial power of Jang’ 

“If we can now actively mobilize this invisible power of land, manipu- 
late it deftly and strengthen its function, so that in addition to th 
utilization of land of the country for agricultural production there js ; 
baptism of ‘land capitalization,’ then an infinitely huge quantity of cap. 
ital funds will be created for our country. This capital in land will net 
only enhance the financial and economic power required by the present 
war, it will also answer fully all the capital needs in the postwar national 
construction.” The author also believes that “if the campaign for 
the ‘capitalization of land’ is successful, the major part of our agrarian 
problem will be solved.” He even forecasts: “A foundation will be !aid 
for a world-wide currency revolution.” 

The scheme itself is “simple and easy,” according to the author. “It 
is the utilization of land value for the organization of land credit banks 
and the issuance of land credit notes. In other words, it is the mobiliza. 
tion of land into a reserve fund, the establishment of credit institutions 
and the creation of currency to increase the (monetary) tokens circu- 
lated by the state.” The author seeks to do away with specie reserve, b\ 
which he means not only gold and silver, but also foreign exchange bul. 
ances, commercial notes, bonds and stocks, government bonds and even 
material goods. He speaks highly of similar measures advocated in Nav: 
Germany—Kreditsschaffung and Kapitalshaffung. 

The total value of China’s farm, urban and rural residential land 
estimated by the author to be $15,352,000,000, presumably in terms o! 
prewar Chinese currency. He asserts that one tenth of this sum for the 
organization of Jand banks will give China a financial institution 
stronger than the U. S. Federal Reserve System. According to him, the 
financial independence of China, the increasing purchase power of the 
people, the development of agriculture, education, manufacturing, com- 
merce, mining and communication, the “buying off of the landlords” 
to realize Dr. Sun Yat-sen’s policy of land to the tillers, and every 
other economic need will draw upon the inexhaustible funds from the 
land, with the co-ordinated operations of the land banks and the exist- 
ing national and private banks. He visualizes a gigantic pyramid 0! 
land banks from the counties up to the national capital, where will be 
situated the “Central Land Credit Bank.” 

There is not the slightest indication that the author is worried about 
China’s need of material goods and implements for the development o! 
her military and civil economy. Can these material gewds be secured 
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Comment and Correspondence 


merely by labelling the value of land in China, determined largely by 


its rent-collecting power as “purchasing power” distributed in billions 
of “credit notes”? It seems that unless the rent collected by the land- 
lords immediately or ultimately represented in the form of food and 
other material goods can be secured for the maintenance of labor’s 


} productive power and for the acquisition of means of production to 


increase labor’s productivity, a billion and a half dollar fund based upon 
such land value may even be insufficient pay for the printing of the 


“notes.” Yet the author consoles the landlords by explaining that what 


he means by “socialization of land” for the creation of a note-issuing 


' reserve “is not the actual socialization of land itself, but merely the 
' socialization of abstract economic utilization of land. This kind of ab- 


stract socialization,” the author points out, “will not hurt the landowner. 
Neither will it harm any social order. Meanwhile,” he continues, “‘it 


| will bring about a twofold utilization of land in the sense that besides 


ts free utilization by the original proprietor for productive purposes, 
the state can create an infinite quantity of state capital by decreeing 
the appropriation of land as a banking reserve. . . . The landlord will 


; welcome (this measure) and he has nothing to worry about.” 


A fatal defect in the whole scheme as a wartime measure, however, 
seems to be the prerequisite mentioned by the author. It cannot be car- 
ried out, according to him, until China has completed her cadastral 
survey. If Mr. Wu Chiue-min is right, the survey will require more 
than a century at a cost so huge that it is not warranted by the total 
value of China’s land. Mr. Wu Shan-ying, sponsor of the survey 
scheme, also characterizes the 1930 Land Law which contains provi- 
sions for such a survey, as a “hundred-year grand plan.” 

Basing his argument upon limited data supplemented largely by spec- 
ulations, Mr. Ting Tao-ch‘ien rather schematically discusses unequal dis- 
tribution and other agrarian abuses in the article “The Problem of Land 
Distribution and Land Ownership in Kweichow.” Some of the data, 
however, are valuable, and many conclusions interesting. 


HAT is more interesting than the data and specific conclusions in 

Mr. Ting’s article is its inclusion in: The Financial Review on 
the first occasion of renewed discussions on the land problem. Does this 
presage a general revival of all the controversies of the old days? It is 
to be recalled that in the prewar period discussions on agrarian prob- 
ems and policies developed into controversies over the character of 
the Chinese society, which in turn involved debates on the character of 
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different Chinese historical epochs. Whether there was slavedom ;; 
China; when did Chinese feudalism begin and end; whether Chip, 
should be characterized as in the transformatory stage between feudalism 
and capitalism, or as semi-feudalistic, or as mercantile feudalistic, 9; 
as precapitalistic, or as centralized feudalistic, or whether China has 
been merely “Asiatic’—these were some of the heatedly contended 
issues as well as terminologies. 

As a matter of fact, few of the more concrete but nonetheless bas; 
issues brought up in the seven articles have not been discussed anj 
argued before. The most outstanding among these is the question 
whether the bulk of the Chinese peasantry is suffering from il! distrib, 
tion of land or whether there is not sufficient productive land to ds. 
tribute. With the political ascendancy and ideological dominance of t\y 
Kuomintang, this issue often becomes one over the interpretation o 
Dr. Sun Yat-sen’s opinion on the subject. The issue seems not to hai 
been settled as far as the seven articles are concerned. 

However, the Kuomintang has officially and repeatedly endorsed Dr 
Sun’s policy of equalization of land rights. But does this mean an equ.) 
or at least a fair, distribution of land to the peasants? Every one of th: 
authors of the articles seems to think so, or takes it for granted, excep! 
the Review’s research staff. However, the staff does approve the policy 
of “land to the tillers,” but regards it as a parallel rather than a coro! 
lary of the equalization policy. This distinction creates at least one loop 
hole. Detached from the policy of equalization of rights, “land to the 
peasants” may merely imply custody in contrast to ownership. In that 
case, peasants should be satisfied with a permanent or long-term tenanc) 
Do the staff writers have this in mind when they consider restrictions 
placed upon the landlords’ right to terminate leaseholds as among the 
best provisions of the 1930 Land Laws? 

It seems that, although no other writer makes the same distinction 
between urban and rural policies as the Review’s staff, the proponent 0! 
the “land credit notes” scheme evidently denies private ownership 0! 
land, at least in the abstract, as the whole scheme is based jupon '’ 
“socialization” of all the land of the nation, which cannot possibly spar 
even the tiny holdings, if any, of the poor peasants. Meanwhile, most «' 
the writers agree with the Review's staff that in practice imme 
satisfaction of the peasants’ hunger for land is not in prospect. 

Partial reform measures have been advocated by all. But a cadastr: 
survey requiring a century’s time proves to be the stumbling bloc 
One writer condemns such a survey rather outspokenly. Others rega‘ 
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Comment and Correspondence 
it as the prerequisite of land reform. Still others pose the financing of 
the survey as the prerequisite of prerequisites! 

However, if the Review staff's opinion can be taken as more reflective 
of the financial authorities, it seems that there is an incipient feeling of 
the extreme impracticability of this fantastic measure. A substitute for 
it is the valuation of land by its owner, with the state ever ready to tax 
unflinchingly the overvalued and to buy up the undervalued. A greater 
reliance upon the proprietor’s own valuation than provided for in the 
i930 Land Law is even advocated by the Review’s staff. The change 
of land tax from payment in cash to payment in kind complicates the 
task of land valuation, either by the owner or by the Government. At 
any rate, the Land Law seems to have been slated for revision. 

Whether it is to carry out the cadastral survey, or to purchase under- 
valued land by the state, or to aid the peasants to acquire land or im- 
prove production, the problem of finance appears to be all-important. 
The present Government is starting on its way to solve this problem 
by extending the activities of existing competent banking institutions. 

This leads one writer to visualize a thoroughgoing plan for the ex- 
pansion of state credit which would not only solve the land problem, 
but would prove to be an economic panacea for China. However, as 


| the plan is based upon the “abstract” value of the landowners’ land 


without actual appropriation of its products or productivity, either in 
whole or in part, it looks like selling New York City’s Brooklyn Bridge 
to an out-of-town visitor who does not thereby acquire any material 
benefit through the transaction except to travel over the span, which he is 
entitled to in any case. Admittedly the plan is tantalizing. But if China 


should ever be led along this direction, even for only part of the way, in 


her endeavor to relieve the peasantry as well as the general financial dis- 
tress, devastating inflation will be inevitable. 
The proponent of the scheme may label it as “socialization” or even 


socialism, but it is merely inspired by nazi and fascist concepts. What 


China and her people need is not abstract land value but material means 


, of consumption and production. Nazi abstract, mythical notions must 


torever be banished from China’s economics. The revival of the at- 
tempts to solve China’s land problem is only in, the initial stage. The 
important thing now seems to be the steering of a course clear of any and 


all illusionary financial blueprints. 
Hsu Yunc-yine 
New York, January 1942 
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BOOK REVIEWS 


Tue Armep Forces of THE Paciric. By W. D. Puleston. New 
Haven: Yale University Press. 1941. pp. xiv + 273. $2.75. 


Be job of analyzing future wars is a hazardous and thankless 
one at best, and Captain Puleston is to be commended for his courage in 
having essayed it. The author covered himself to some degree by con. 
centrating on measures of static strength rather than on the attempt to 
predict campaigns, though the latter element is not lacking, but even 
static elements become extraordinarily changeable once the shooting 
begins. To appraise this book in the light of the events of December >, 
1941, is to apply a test that is perhaps unduly rigorous. Nevertheless, the 
work is obviously intended to encompass in broad outline all reasonab); 
conceivable circumstances ensuing upon the outbreak of war in the 
Pacific, and it must be conceded that the portions of the book which 
deal with tactics and strategy—the portions which otherwise would be 
most eagerly scrutinized at this time—are largely lacking in relevance to 
the present situation. On the other hand, the first half of the book, which 
is devoted mainly to a discussion of the organization of the Japanese and 
American military forces, has taken on a new interest as a result of the 
very events which have diminished the pertinence of the remaining 
portions. 

The first chapter, “The Rise of Japan,” will convey little new informa 
tion to students of Far Eastern affairs, but for the ordinary layman it 
is an able though brief summary of the development of Japan into an 
aggressive Great Power. The.chapter on “Japanese Military Organize- 
tion” gives a good deal of interesting information not readily accessibie 
elsewhere. But the chapter on “The American High Command” will 
be disappointing to one who expects to find in it more than a pedestrian 
outline of the several branches of the American armed forces. This re 
viewer eagerly anticipated an examination of the manner in wh! 
American military commanders of high rank are selected and traine<, 
and possibly a critical analysis of the recruitment of officer personne! from 
among the nation’s youth, but such crucially important questions wer 
totally ignored. Yet it has long been apparent that there are man} 
qualities essential to an admiral or general to which our officer-recrutt: 
ment system pays no attention whatever. 

Most of the strategic analysis found in the book was contained 19 
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Book Reviews 

Chapter IV, “The Position of the United States in the Far East,” and in 
Chapter VI, “Strategy and Tactics.” The position in which the United 
States now finds itself is, of course, very different from the happy one 
envisaged by the author. No author can be blamed for neglecting to 
anticipate just such a disaster as occurred at Pearl Harbor. But even if 
the material of these chapters is considered from the standpoint of the 
situation confronting him when the book was written, relevance to reality 
is still wanting. The author is chargeable not so much with neglecting 
certain situations that might occur as he is with postulating circum- 
stances that could not possibly occur. 

It was clear all through 1941 that for the United States the two in- 
evitable components of war with Japan would be first, war in two 
oceans, and second, alliance with Great Britain and her Allies. The 
author makes passing reference to such “possibilities,” but for the most 
part he is engrossed with a situation in which we would be fighting 
Japan by ourselves and yet be without any particular concern over the 
naval situation in the Atlantic. It might be added that he concentrates on 
a situation in which the initiative remains almost exclusively in Amer- 
ican hands. 

At the time this book was written the situation in the Atlantic was one 
of the utmost seriousness. Strategically it continues to be serious, for a 
great deal of naval strength is still required in that area. The dilemma of 
war in two oceans is not solved by reiteration of the axiom so dear to 
the United States Navy that the Fleet must not be divided between the 
two oceans. Even the soundest strategic principles must be considered as 
flexible, and they must in any case be governed by necessity. The problem 
is one of determining first, the area of chief importance, and second, the 
minimum amount of strength necessary to achieve one’s objectives in 
that area, Any remaining strength can be spared for service elsewhere if 
it be badly needed elsewhere. That is the real meaning of the doctrine 
that has been corrupted into an axiom of “Don’t divide the Fleet.” The 
british, who have fought their naval wars quite successfully on the whole, 
have frequently divided their fleet even when it meant that one of the 
portions was inferior to the enemy fleet opposing it. They have done so 
athe present war. The strategy familiar in land warfare of concentrating 
overwhelmingly against one enemy at a time and defeating him in turn 
‘snot feasible on the seas, where it may be blocked by the simple refusal 
of the inferior enemy fleet to offer itself for destruction. 

It so happens that the Atlantic effort has been to some degree non- 
competitive with the kind of effort which seemed to be required in the 
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Pacific, at least as far as the American contribution was concerned, [}y; 
the destruction of the Prince of Wales and the Repulse and the destry 
tion and injury of capital ships at Pearl Harbor altered even that 
cumstance. At the present time the competitive demand from the ty, 
oceans for warships is especially acute in the case of battleships, amon, 
which it was previously thought to be least pressing. 

The ultimate fate of the orient will probably be decided in Europe, an 
in any case we must remember that the decision in Europe is of 1 
calculably greater moment. Since the United States could not atior: 
to engage in war with Japan at all unless we could depend upon th: 
survival of Great Britain as an independent and friendly naval Power, 
its first task clearly is to insure that survival. Where Captain Pulesto; 
does take passing account of this dilemma, his only solution is to transter 
the whole fleet to the Atlantic “if the control of the Atlantic by the 
British Fleet were seriously threatened” (page 27). It is all or nothing 
He has no role whatsoever for an inferior American fleet in the Paciic 

In respect to tactical issues, Captain Puleston has been charged } 
other critics with slighting the role of the airplane in modern nayal war. 
and considering the events of December 1941 those critics are un 
doubtedly congratulating themselves on their insight. The present re 
viewer, however, is not inclined to agree with that criticism. Withou 
making much fuss about it, Captain Puleston has given the airplane 1 
due. His position is simply that all available evidence points to superior 
gun power as still being the supreme arbiter in fleet action, but he hol 
that it is nevertheless necessary to strive also for superior aerial attack 
power in case the latter should finally prove the decisive weapon. Again 
the argument that large air forces based on the Marshall and Carolin 
Islands would seriously cripple our fleet enroute to the Far Fast, th 
author points to the two years of British experience in the Mediterranean 
The present reviewer sees nothing wrong with this reasoning and fa 
especially to see why evidence in the present war pointing to the inad: 
quacies of the air arm as a weapon of attack is not of equal signitican: 
with evidence pointing to its efficacy. The destruction of the Princ 
Wales and the Repulse must be considered in the light of the experienc 
not of one week but of the whole two and one half years of war. 

The fact that the Japanese were willing to make great political sic! 
fices merely to injure or destroy a few battleships shows the importanc 
they attach to capital ships, and the events following their successes “! 
Pearl Harbor proved they were right. Because a few battleships were ¢ 
abled, the entire American strategic plan for a vigorous offensive hai! 


espec 
Britis 


1939 b 


iniforn 


basic @ 


Althou 


« 


be 
plac 
Pac! 
anot 
be 
that 
ar | 
pow 
we | 
seas, 
| force 
of th 
and 
quest 
Its 
n th 
| 


arolin 
ist, th 
ranean 
id fail 


nad 


nce 


yerienc 


al sact 


yortance 
esses at 


yere dis 


had 


Book Reviews 
be scrapped and an almost abjectly defensive policy substituted in its 
lace, at least temporarily. Meanwhile the Japanese forces in the western 
Pacific have proceeded to mop up one important strategic objective after 
another. Journalists may cry that the war in the Pacific, as elsewhere, will 
be decided by air power. That may be true, but the embarrassment is 
that superior naval power is required in order to transfer the elements of 
air power vast distances overseas. We were unable to reinforce the air 
sower of the Philippines not because we lacked the planes but because 
we lacked command of the sea around the Philippines. Naturally, air 
sower will play a large role in securing or disputing command of the 
seas, but except in some very narrow waters near large land-based air 
forces it has not proved to be the decisive arm. Considering the existence 
of the aircraft carrier, it is even difficult to know where sea power ends 
and air power begins, and it seems to this reviewer that on the whole 
question Captain Puleston has chosen a wise middle course. 

It should be remarked that The Armed Forces of the Pacific is written 
in the clear, forthright manner characteristic of its author. This is to be 
especially applauded inasmuch as the American Navy, in contrast to the 
British Navy, is not rich in men who can write. 

Bernarp Bropie ‘ 

Dartmouth College, January 1941 


East Asta Economic INTELLIGENCE Series. Published by The 
Japan Economic Federation, Tokyo. No. 1, National Income of 
Japan, 1930-1939. October 1939. pp. 116. 80 cents. No. 2, Economic 
and Financial Conditions in Japan, Manchoukuo and China. 
December 1939. pp. 58. 40 cents. No. 3, The Heavy Industry of 
Manchoukuo. January 1940. pp. 83. 40 cents. No. 4, The Capital 
Market of Japan. May 1940. pp. 72. 65 cents. No. 5, The Canning 
Industry of Japan. July 1940. pp. 30. 30 cents. No. 6, The Shipping 
Industry of Japan. October 1940. pp. 32. 30 cents. No. 7, The 
Currency and Finance of Manchoukuo. December 1940. pp. 35. 
40 cents. 


toe Series appeared as a result of a resolution adopted in 
1939 by The Japan Economic Federation, to present in concise and 
niform monographs the “accurate and up-to-date factual knowledge of 
sasic economic matters relating to Japan, Manchoukuo and China.” 


Although factual information and statistical figures were restricted by off- 
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Pacific Affair; 


cial prohibitions, the Research Division of the Federation and the othe; Ce 
collaborators succeeded in presenting a competent, technical and scholarly ing 
appraisal of certain key elements of the Japanese economy. em 
Of special importance is the inquiry into the national income of Japan, tris 
The Research Division of the Federation took as a basis the estimate }y col 
the Government Bureau of Statistics of the income produced for th: dus 
year 1930, and that by Professor S. Hijikata of the income paid out {rom giv 
1930 to 1935. The two estimates were regarded as complementary and, gre 
in fact, both agreed substantially on the basic year figure for Japan fine 
Proper (Bureau of Statistics, 10.6 billion yen—Professor Hijikata, 10.; and 
billion: yen). This introductory analysis was supplemented by a review o: of | 
estimates made by Mr. Takahashi for the years 1930-37, The Oriental R 
Economist, the Mitsubishi Research Bureau, and others. On the basis of the 
these investigations, the Research Division of the Federation proceeded to tral 
make complete estimates for Japan Proper and the Japanese Empire. The the 
inquiry shows that the national income of the Japanese Empire increased tut 
from 12 billion yen in 1930 to 29 billion yen in 1939 and that the rate cert 
of increase during the decade was greater in the Dependencies (Kara. J aod 
futo, Chosen, Taiwan, Mandated Islands, and Kwantung), where hist 
national income increased by 3.17, than in Japan Proper, where it in polit 
creased by 2.3. Manufacturing expanded uninterruptedly both in Japan of | 
Proper and in the Dependencies: the yen value of industrial output, J own 
mining output, and farm production increased by nearly 3, 3.4 and 22 9 'shr 
respectively; the shipping industry had the lowest share of increase with JB o! t 
only 40 per cent. The inquiry also indicates that increases in the monet true 
value of the national income were not nullified by the rise of prices J East 
(the “real” income in 1939 amounted to 165 if the year 1930 was take: of a 
as 100), and that national income expanded at a rate faster than the rate HB he | 
of increase of the population (per capita “real” income of the Japancs TI 
Empire rose from 100 in 1930 to 148 in 1939). These indexes seem co- was 
clusive evidence of the rising productive power of Japan; however, the: Fina 
fail to measure any relation of national income to the national consum of M 
tion and savings. In an epoch in which military outlays absorbed a dank 
ever expanding portion of the national production, the Research Division “ess 
of the Federation refrained from further investigating into this field an) HB C4 
concluded its inquiry with a highly cautious remark: “We prefer to awa Th 
the outcome of the national census of consumption as of August 1, 193 J Pst 
rather than make any hasty conjectures of the national consumption.” and | 
The growth of heavy industry in Manchukuo after 1932 is describe’ place 
peace 


by the Research Division of the Manchuria Industrial Development 
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Book Reviews 
Corporation. The survey covers coal mining, iron and steel manufactur- 


ing, mining of nonferrous metals, and light metals manufacturing, with 
emphasis placed upon developments in the financial structure of indus- 
trial companies after 1937. The monograph deals at great length with the 
country’s mineral deposits, planned production of new plants, and in- 
dustrial investments, although no figures of actual operating results are 
viven. The details of the monograph, however, may prove to be of 
greater importance than any general outline may suggest. Tables on the 
qnancial set-up of the Manchuria Industrial Development Corporation 
and its subsidiaries, and an index and a map of the industrial resources 
ot Manchukuo are attached in the Appendix. 

Rise in the productive capacity and growth of heavy industries during 
the past decade were effectively assisted by a highly developed, cen- 
tralized and controlled capital market. Two monographs deal briefly with 
the structure and operations of Japan’s and Manchukuo’s financial insti- 
tutions (special, ordinary and savings banks; trust and insurance con- 
cerns; Deposit Bureau of the Ministry of Finance; securities exchanges 
and underwriting syndicates, etc.) and outline the financial and monetary 
history of both countries prior to 1939. In one of the few expressions of 
political views contained in the Series, the editors of The Capital Market 
of Japan state: “Despite a rapid growth of her capital market, Japan’s 
own capital is by no means sufficient for all her needs,” i.e., the estab- 
lishment of a new order in East Asia. “. . . It is hoped that in the course 
ot time the foreign powers concerned will come to appreciate in their 
true proportions the realities of the situation now being developed in 
East Asia and come forward to cooperate with Japan in the establishment 
ot anew and happy regime of solid and durable peace in this part of 
the world.” 

The meaning of “peace” in the financial “new order” of East Asia 
was elucidated in addresses delivered during 1939 by the Minister of 
Finance of Japan, the Director General of the General Affairs Board 
of Manchukuo, and the Governors of the Bank of Japan, the Central 
sank of Manchou, and the Federal Reserve Bank of China; these ad- 
dresses are the content of the monograph on Economic and Financial 
Conditions in Japan, Manchoukuo, and China. 

The monograph on the shipping industry describes briefly Japan’s 
position in world ocean shipping and the government policy of subsidies 
and control. The Japanese mercantile marine, which occupied third 
place in world shipping in 1939, represented a vital factor in Japan’s 
peacetime prosperity, especially as a source of foreign exchange; at 
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present, it may prove to be the decisive element in Japan's force{y) 
southward drive. 

The monograph on the canning industry, by Saki Oshino, deals wi) 
an industry, the annual exports of which were valued at only 3 mil!joy 
yen in 1930 and at 154 million yen in 1939. The monograph covers coy 
cisely the history of the industry, its advance in the overseas markets and 


its position in relation to the rest of the world. 
Lanrrancvs 


New York, December 13; 


InpustriaL Japan: Aspects of Recent Economic Changes « 
Viewed by Japanese Writers. Compiled and translated by the ky 
search Staff of the International Secretariat, Institute of Pacié 
Relations. New York: International Secretariat, Institute of Pacis. 
Relations. 1941. pp. 230. $1.50. 


: book contains translations of twenty articles that ap 
peared in the leading Japanese publications between 1938 and 1940. (0: 
course, one cannot expect to find unity and completeness in twent 
articles written by twenty authors in various magazines over a period 0! 
three years. Yet it is remarkable what degree of unity and completenes 
is indicated by these selections. Unfortunately, the title of the book 1s 
misleading: it should be not “Industrial Japan,” but “Japan's Prepara 
tion for a Great War.” Half of the articles have nothing to do with th 
industrial situation in Japan proper, but describe plans and methods o: 
Japan’s expansion on the Asiatic continent. 

The opening article of the book describes how continually wars ha 
fostered the development of Japan’s industry. It is also shown that th: 
great Pacific war was decided on in 1936: “The new course... 
came fixed irrevocably as a result of the military uprising in Tokyo is 
February 1936...” (p. 114). Plans for the development of heavy in 
dustry are described in detail and their war purposes are openly i 
mitted. Means for the realization of this program were: (1) creation 0! 
huge monopolist organizations at home and in the colonies (th 
“national policy” companies) which, would permit smooth preparatw’ 
and conduct of war (p. 144); (2) labor policy—reduction of wages, : 
twelve-hour day, increasing employment of women, Chinese, Koreas 
(pp. 31 and 96); (3) expansion of heavy industry, especially of th 


machine tool industry through outright subsidies, exemptions from ! 
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Book Reviews 
come tax, guarantee of capital investment, importation of machinery and 
materials duty free, etc. (p. 91 and others); (4) strangulation of civilian 
lemand, rationing, control of foreign trade which made possible importa- 
son of oil, iron scrap, machine tools, etc., from the United States; (5) 
speedy building up of heavy industry in Manchuria without regard to 
soft on investments (p. 40), but in unison with plans for Japan proper; 
strengthening of the regions bordering on the Soviet Union (p. 225); (6) 
development of North China as a source of raw materials for Japan’s 
heavy industry in the coming great war: “These changes in China’s 
foreign trade . . . are extremely important for Japan because of their 
bearing on her programs for expansion of production and mobilization 
of materials” (p. 174); “the sweeping development of Japan’s conti- 
nental policy . . . was a result not of the natural growth of the Japanese 
economy, but of the intensification of the semi-war economy” (p. 178) 
which “has greatly increased” the importance of North China to Japan 
“asa source of raw materials rather than as an outlet for manufactured 
goods” (p. 185). 

Of course, the planning and realization of this grandiose scheme 
was not altogether smooth, and faint echoes of the inner struggle can 
be found in these articles. The Oriental Economist, for example, insists 
that the only way to expand heavy industry is to develop the export 
industries (p. 31), #.e., the textile and other light industries (p. 42). 
Some authors hope that state control of profits “will lead to the disap- 
pearance of unrestrained hostility between capital and labor” (p. 35). 
Some indecision is felt with regard to behavior toward the Chinese. 
One author notices that “any policy ignoring this group (the Chinese 
indowning bourgeoisie) would inevitably destroy the entire social 
structure in this region” (p. 44). He urges that “Japanese efforts should 
ve confined simply to giving advice and assistance in...” (p. 45). 
But actual policy went along other lines: the Chinese entrepreneurs 
were to be invited to participate in the development of China, but given 
the preferred shares, while the Japanese, “though entitled only to the 
ordinary shares, be entrusted with the entire management” (p. 60). 
Some dissatisfaction with monopolistic Manchurian policy as applied in 
North China (“one company in one industry,” p. 159), is shown, and 
a strike on the part of the Japanese capitalists with regard to new 
avestments in Manchukuo (p. 229) is mentioned. 

There are also certain passages in the book which are a contribution 
to the theory of colonial and imperialist expansion. One author affirms, 
‘or example, that “fruitless as they may have appeared from an eco- 
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nomic point of view, these Japanese bans [to the Chinese warlords 


A.G.| have been instrumental in establishing political interests trp. 
scending the limits of mere economic calculations” (p. 216). The sli. 


perpetuating force of aggression is vividly described: “The necessity 
for an East Asiatic economic bloc is more acute at the present momen: 
than at the time of the Manchurian incident” (p. 39), and “When . ,. 
the industrial development of North China has reached a certai; 
stage the heavy industries in Japan, expanded further by that ting, 
will have to seek new markets elsewhere” (p. 69). Difficulties of build. 
ing harmonious economies under Japanese aegis are emphasized, and 
many examples of competition are given (pp. 41, 52 and others). |; 
one article, by Akio Honyiden, a theory is advanced to explain the 
failure of China to develop her industry. China, it is argued, has native 
capital for this purpose, but it is attracted by the high profits o! 
commerce. Hence, the way to develop China industrially is “to depri. 
commercial capital of its high profits” (pp. 56-7). 

It is a great pity that Americans and British give so little study : 
Japanese literature (I exclude the material offered by the Japanese » 
their English-language publications). If this were different, events in 
the Pacific would not catch them napping. The Institute of Pacite 
Relations performed a great service to students of the Far East in 
publishing this extremely interesting and useful collection of translations 

ANDREW GRrAJDANZEV 
New York, January 1932 


Wane Cuinc-wer: Puppet or Patriot. By Don Bate. Chicay 
Ralph Fletcher Seymour. 1941. pp. 187. $1.50. 


A CAREFUL analysis of the life of China’s arch-traitor, Wang 
Ching-wei, would be a most revealing piece of work, for Wang's caree! 
is inseparable from the history of over three decades of Chinese politic 
There are many questions about him that require more precise answers 
than are now available. What was the process by which a Chinese n° 
tionalist became a Japanese puppet? What economic and political factors 
in Chinese life made Wang’s rise possible? To what extent do the factor 
that produced Wang Ching-wei, the puppet, continue to exist in the lif 
of Free China? One question, however, that requires no answer is th 
question posed in the title of this book, since events have demonstrate: 
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Book Reviews 
that Wang is of the same company as Benedict Arnold and Quisling. 
Don Bate, who is described on the jacket as:an American newspaper- 
man familiar with China, has put together a book which adds nothing to 
our understanding of Wang Ching-wei. Though he professes to have 
sought “all the available material” on Wang, most of what he has written 
consists of paraphrasings or verbatim quotations (without quotation 
marks) of paragraphs from The Inner History of the Chinese Revolu- 
ion, published by Wang Ching-wei’s follower, T'ang Leang-li, in 1930. 
A single example, typical of page after page of Mr. Bate’s book, should 
suffice. T'ang declares (The Inner History, p. 199): 


After Sun’s death, Wang Ching-wei decided to remain in Peking with 
a view to organizing the National People’s Assembly in opposition to 
the sitting Rehabilitation Conference of Tuan. Owing to the strain in 
attending to Sun’s illness and funeral arrangements, he had fallen seri- 
ously ill. On recovering and while still convalescent he wrote his famous 
treatise China and the Nations, in which he explained the reference to 
the Unequal Treaties in Sun’s political testament. 


Compare this with Mr. Bate’s statement (p. 85), which he offers as his 
own writing: 

After Sun Yat-sen’s death Wang Ching-wei decided to remain in 
Peking for the purpose of organizing the National People’s Convention 
1 opposition to the then-sitting Rehabilitation Conference of Tuan. 
Owing to the strain in attending to Sun’s illness and funeral arrange- 
ments, Wang had fallen seriously ill; but on recovering he wrote his 
amous pamphlet China and the Nations in which he explained the refer- 
ence to the Unequal Treaties in Sun’s political testament. 


Those who are familiar with T'ang Leang-li’s work will recognize it as 
a Valuable discussion of the Chinese Revolution despite the author’s 
interest in glorifying the career of Wang Ching-wei. Mr. Bate’s method 
ot summarizing T'ang through paraphrasing and copying of ocasional 
paragraphs destroys everything of value in the detailed and coherent 
original. This is not to speak of the deception perpetrated on the reader 
in the attempt to pass this off as an independent work. One cannot say, 
however, that an injustice has been done T'ang, since Mr. Bate declares 
the reverse side of the title page that he “wishes to acknowledge his 
indebtedness to Mr. T'ang Leang-li for much factual material and for 
tis friendly co-operation and help in the compilation of this book.” Per- 
naps Tang, who followed Wang Ching-wei to Nanking, considered it 
‘sirable that his pro-Japanese views be presented to American readers 
under the name of an American writer. 
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Despite this situation, one might at least have expected a circumstant); 


account of Wang’s actions in recent years, since the author declares thy: 
he had a series of interviews with him in Nanking in the summer o: 
1940. Mr. Bate tells us in the preface: “Frankly, I enjoyed my persons! 
contacts with Mr. Wang very much. I found him to be a true example o: 


that frequently abused term: ‘a gentleman of the old school.’ Yet ther: 


is nothing in the book that indicates personal contact with Wang o; 


special knowledge about him. There is simply a superficial chronicle o; 
isolated events, without true analysis and with the most important ma 
ters omitted. There is no serious discussion, for example, of Wang’ 
relations with Germany or Japan or of his role while he remained » 
Free China. Nor does the author inadvertently reveal anything of tre: 
significance about the puppets, although—writing not long after th 
New Fourth Army incident—he indicates at one point that civil w.: 
in Free China would solve Wang’s difficulties. His point of view ‘s 
pro-Japanese throughout, although he carefully avoids clear-cut star 


ing that “history, not contemporary observers, will be the final judy’ 
of ‘Wang Ching-wei. All in all, this is a book whose only significance for 
those interested in the Far East is that it should have found an Amer 
ican publisher. 

Lawrence K. 


New York, January 1932 


Intropucinc Austratia. By C. Hartley Grattan. New Yor! 
John Day. 1942. pp. xvi + 331. $3.00. 

Sotvinc Lasour Prosiems 1n Austrauia. By Orwell de R. Fo 
nander, With an introduction by Professor D. B. Copland. Mc 
bourne: Melbourne University Press in association with Ox 
ford University Press. 1941. pp. xxxli + 168. 155. 


i. war in the Pacific, and the direction it is taking, brings 
Australia for the first time into the sharp focus of American attento! 
It is most fortunate that Mr. Grattan has provided a very readable boos 
on Australia, remarkable not only as a first class piece of observation bu! 
of study. This work, which reveals the author’s immersion in Austral. 
literature, is based on his personal knowledge of Australia acquire’ 
during three trips made between 1927 and 1940, the longest one | 
nearly two years, on a fellowship from the Carnegie Corporation. 1! 
publication of this the most important of Grattan’s works will do mvc’ 
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to dispel the darkness surrounding a continent which “Americans, espe- 
cially in the east, are apt to dismiss as a ‘far away country of which we 


know nothing.’’ 
This reviewer, as an Australian, regrets that the high price of imported 


hooks will prevent its diffusion to any great extent in Australia. It is 
wi generis far and away the best general survey ever written on Australia. 
its long term importance lies not only in its timeliness in acquainting 
American opinion with what has become one of the major theaters of 
this Second World War, but in its possible effect on literate Australian 
opinion. Here for the first time Australians will be able to find out who 
they are, what they are, and where they are going. 

Into what is really a short book Grattan has packed a veritable en- 
cyclopaedia of facts. In its comprehensiveness (it even defines the activ- 
ities of a rabbit inspector) it is both pertinent and clear. The most com- 
plicated issues of Australian politics and history become in Grattan’s 
hands as clear as the tropic sea of the Barrier Reef which he so admires. 
Everything is covered; Australia’s geography, flora and fauna, history, 
economy, politics, living standards, cultural life and international position. 

In his fine job of compression Grattan has found space to crack a 
few myths, which like opera singers and cartoonists have long been a 
significant export item from the Commonwealth. He shows that Australia 
loes not have the highest standard of living in the world; that there are 
sums in Australian cities and that it is not a land of unlimited possi- 
ilities, “Delos of a coming Sun-God’s race.” 

There is a warm objectivity about Grattan’s approach to his subject 
although on some matters it would be more interesting to have his 
personal opinion. On all questions of national controversy Grattan in- 
variably allows the leading partisans to state their cases for the reader’s 
wudgment. Much of what he writes will be painful to the more conserva- 
ive. But at this critical juncture the future of Australia may well turn 
on whether its leaders can cast aside traditional blinkers and overcome 
vested interests to attain the all-out effort necessary for national survival. 


M* Fornanper’s latest work continues in greater detail his earlier 
study on the Commonwealth arbitration system Towards Indus- 
mal Peace in Australia. Here he outlines the unique Commonwealth 
Court of Conciliation and Arbitration, unique in that it is at the same 
ime an industrial tribunal and an agency of economic control. His ac- 
count of the conciliation and arbitration set-up, both state and federal, 
‘clear, Clear too is his description of the basic wage mechanism. 
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It is with his interpretation that differences of opinion will arise. Ther: 
is about his argument that glowing quality which accompanies an ¢, 
parte statement. The briefest glance at the industrial dispute statistics 
shows the system’s lack of success in practice. It will be seen that in spi 
of every effort to control industrial disputes by compulsory arbitration, 
until recently the figures have moved ever upwards, irrespective o: 
whether they cover the number of disputes, establishments and worker 
involved or time and wages lost. 

The record shows too that most disputes are settled by direct negotia 
tion between employer and employee, while only about 6°/, are settle: 
by compulsory intervention of federal or state conciliation and arbitra 
tion authorities. Australian industrial relations, as even the statistic: 
show, are rather more rugged than Foenander’s pastel shaded pictur 

Such statements as “The provision of a fair and decent wage (at th: 
hands of the Court) for the general body of workers is no longer a 
Utopia,” does not match up with the fact that immediately before ths 
Second World War over 80°% of the Australian wage earners wer 
averaging considerably less than the basic wage. 

As an outline of the theory and structure of Australian compulson 
industrial arbitration Foenander’s work is good, but the student seeking 
serious analysis must look elsewhere. 


Howarp Danii 
New York, January 1942 


Iraty’s INTERESTS AND Po.iciEs IN THE Far East. By F. \! 
Tamagna. New York: International Secretariat, Institute of Pact 
Relations. 1941. pp. xiii + 91. $1.00. 


D.. Tamacna’s book is interesting from two points of view 
one, factual, for students of the contacts of Western nations with ‘) 
Far East; and one symbolic of the contradictions through which tote 
tarian dictators go in their foreign policies—looking only for immedic' 
successes, never thinking of the future permanent interests of their ow: 
countries. 

The exposition which Dr. Tamagna makes of the historic and ¢ 
nomic developments of Italian influence in the Far East is sober, ex 
complete. More and better could not have been said in a volume coo 
taining twice the ninety pages of this well balanced study. 

With regard to the description of the moral and intellectual incor 
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Book Reviews 
gstency of a demagogical dictator, the book is today of an even greater 
interest than when it was published some months ago. 

So many events have taken place since Mussolini and his former pupil 
and present master Hitler have been in power, that almost everybody has 
‘orgotten that in 1935 Mussolini—the “man-who-is-always-right” as loud 
«eakers have been shouting for years in all the squares of Italy—wrote 
an article, which the enslaved press of Italy proclaimed at once “histor- 
cal.” In it the “Duce” declared: that a Japanese hidden invasion was 
imminent; that the Japanese were a menace for the white race; that they 
were already organizing the conquest of Africa, and therefore menacing 
the very life of Italy. Several other documents containing anti-Japanese 
cntiment by Mussolini are cited by Dr. Tamagna. 

But this anti-Japanese policy was very short. Only a few months later 
Mussolini signed, suddenly, a series of political agreements with Japan. 
lt was inevitable: two policies, one of brigandage :in Manchuria and 
one of brigandage in Ethiopia, were too similar not to come to some 
wrt of criminal solidarity. The rapprochement between Italian Fascism 
and Tokyo went rapidly so far that in July 1937 a very able and efficient 
ltalian Air Mission to China was ordered by Mussolini to refrain from 
any help to the Chinese. Another volte face, another cynical rupture of 
wlemn previous engagements. 

Such recollections of the essential political dishonesty of the Fascist 
and Nazi leaders are especially useful today. But to an Italian such 
recollections of perfidy are deeply painful, breaking as they do a long 
tradition of diplomatic loyalty of the Italian liberal governments. From 
Cavour to my nearest colleagues in office, the liberal Italian statesmen 
have always been examples of a political honesty which more than once 
F seemed intolerable to the Bismarcks in Berlin and to the Berchtolds in 
Vienna, when the autocratic regimes of the Central Empires tried to 
irighten Europe with bluffs and with menaces. 


Count Carto Srorza 


New York, December 1941 


Economic ConsEQUENCES OF THE SECOND Wortp War. By Lewis 
L. Lorwin. New York: Random House. 1941. pp. 502. $3.00. 


i* projEcT the economic and political future of the world 
ater the war is an alluring undertaking, beset with manifold pitfalls. 
One is apt to jump to conclusions if one tries to bridge the chasm 
xetween the prewar and the postwar periods in a speculative way. But 
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Pacific Affair 
this is bound to happen if one neglects the analysis of the econo 
and political changes brought about in the course of the war jts 


Walter Lippmann puts it accurately when he says (New York Herz); 


Tribune, January 22): “Only in men’s minds and not in the acty; 
affairs of the real world can the postwar settlement and reconstruct; 
be separated from the conduct and the consequences of the war its! 


Because of this separation so much discussion of postwar affairs see: 


unreal and, in fact, is unreal.” Yet in a book of 502 pages only six ax 
devoted to a chapter dealing with “The Changes of War and the Tray 
sition to Peace.” The findings are meager: “the war is accelerating (| 
onward march of technology” (p. 478); “the present war is increasing th 
economic and social functions and powers of government” (p. 479). 

Recognizing one lesson of the First World War that the vanquishe: 
countries cannot pay the costs of the war, the author comes to th 
conclusion: “For their own future good the democratic countries mys 
thus meet the costs of the war by an allround program of hard work, 
increased production and sacrifices” (p. 482). 

This is, at the end of a long journey, still groping in the dark. 

The plan of the book accounts for its main shortcomings. The author 
deals at length with the “Nazi Background,” confronting it then wi! 
the “Democratic Background.” Thereafter he endeavors to visualize t! 
“Consequences of a Nazi Victory” juxtaposing against it the “Cons: 
quences of a Democratic Victory.” 

Of decisive importance in this connection is, of course, what th: 
author chooses to interpret as the “background.” And here the who! 
analysis is vitiated by a methodological fallacy. The author lends undu: 
credence and gives undue credit to the pronunciamentos of the Naz 
themselves. It appears as though the latter started out with a program, 
with a definite set of ideas which they then, after achieving power. 
succeeded in “institutionalizing.” Should we believe seriously that th 
“background” of the Nazis is—their ideas? No. It is demonstrable that 
the Nazi ideas themselves (as well as their institutions) did not spring 
forth ready-made from Jove’s head, nor for that matter from Hitlers 
intuition, but that they are a product of German history in gener 
and German postwar history in particular. 

Another defect of the book is that one half of mankind, the Asiatic 
is rated as worth only the most perfunctory references throughou' 
a book that essays to fathom the economic consequences of World War |! 

Branot 
New York, January 1932 
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Sovier TRADE AND Distrisution. By L. E. Hubbard. London: 
Macmillan and Co., Ltd. 1938. pp. xiv + 380. $3.75. 


A COMPANION volume to Soviet Money and Finance, Soviet 
Trade and Distribution covers much more ground than is implied by its 
ite. In addition to providing a painstaking analysis of the various tech- 
niques through which Soviet internal commerce has operated, Mr. Hub- 
bard has tackled courageously, perhaps rashly, such thorny subjects as 
the price system, planning, the role of wages and of other forms of 
remuneration, the distribution of the national income between various 
classes, even the Soviet standard of living. Working with the admittedly 
rendentious and fragmentary Soviet statistics, the author has wisely de- 
dined to accept them or to disbelieve them in toto, and he has supple- 
mented his more general analyses by some illustrative material drawn 
‘rom the Soviet press and from direct observation. 

Equally removed from the disillusioned “personal history” so common 
a recent years and from the over-optimistic outpourings of Soviet 
hagiography, Mr. Hubbard’s study throws considerable light on the 
working of the Soviet economic system. Yet, at times traces of hasty 
craftsmanship and insufficient insight are evident. The decree of Novem- 
et 1, 1937, which established a minimum wage of 110 rubles monthly 
‘or extensive categories of workers (see Pravda, No. 303, November 2, 
1937, p. 1), did not, contrary to the author’s assumption (p. 330, p. 
255 n.), make this a minimum for all workers. Stalin’s speech against 
dizziness from success” was published in March 1930, not July 1931 
p. 49). It is also questionable whether the Stakhanovite system can be 
regarded as identical with Taylorism (p. 256); Taylor’s system lays 
primary emphasis on the role of management in co-ordinating the entire 
preductive process, while Stakhanovism has concentrated attention on 
individual piece-rate records rather than on the smooth timing of the 
‘low of production. 

Mr. Hubbard’s brief account of the different type of “crisis” which 
iilicts Soviet economy is too fragmentary to carry full comprehension. 
When the author asserts that “the loyalty of the ‘armed forces, it may be 
supposed, is based far more on the enjoyment of present benefits and 
‘ipectations of those to come, than on a sense of patriotism or moral 
ligation” (p. 336), he does much less than justice to the Red Army 
‘raditions inherited from the period of civil war and intervention, or to 


« 


pre 
fair 
Nom: 
tse! 
actu ‘ 
‘Uctior 
itse)t 
seems 
SIX are 
ran 
ng tt 
ng tt 
g 

Conse 

at tt 

gran 


Pacific Affairs 
the character of the civic education which has been given to the arm, 
youth over more than a generation. Mr. Hubbard’s analysis of the ¢:. 
cline in the role of the Communist Party within the Soviet system (pp, 
337-8) neglects such factors as the dilution of Bolshevist ideology jn the 
day-to-day struggles of economic life, and the gradual bridging of th 
former, post-revolutionary gap between political reliability (the Par) 
and technical competence (the specialists), which may have been mor 
significant than the sensational “purges” in the evolution of the Sove 
regime. 


Puiuip E. Mosery 
Cornell University, November 19s: 


Mission To Moscow. By Joseph E. Davies, New York: Simon & 
Schuster. 1942. pp. xxii + 659. $3.00. 


p a is a book of exceptional importance for the understanding 
of the main international developments of our time. It consists entire!) 
of confidential dispatches from the former American Ambassador t 
Moscow to President Roosevelt and the State Department, supplemented 
by extracts from diary and journal entries and correspondence both 
official and personal. It marks the first time that the State Department 
has opened its contemporary files to the public. This fact alone gives 
the volume a historical value not surpassed even by Ambassador Dodds 
remarkable Berlin Diary or Sir Nevile Henderson’s revealing Fail 
of a Mission. 

Mr. Davies was the Ambassador of the United States to the USSR 
in the crucial period from the end of 1936 to the middle of 1935, 1. 
shortly before Munich. During these years preceding the outbreak o: 
war the central issue of international affairs was whether the growing 
Axis menace would be met by collective resistance based on collaboration 
between the Western Powers and the U.S.S.R. In this context, Mr 
Davies’s mission was directed to the problem of assessing the politic: 
economic and military strength of the country of Socialism. He addressed 
his investigations chiefly to two questions: Soviet industrial expansion 
and the significance of the Moscow treason trials. On the former he 
brought to bear his experience as chairman of the Federal Trade Com 
mission and his zeal for procuring information personally, at first han’ 
before arriving at any conclusion. Some of the extensive factual data he 
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accumulated is printed as an appendix in the book. The Moscow trials 
he attended as a trained lawyer whose ability had brought to the top of 
his profession in America. The verdict which he gave to Washington 
was that the accused, however eminent, were proven guilty “beyond 
reasonable doubt.” Indeed, their very eminence and their secret rela- 
tions with the governments of Germany and Japan, made their elimina- 
tion a source of strength to the U.S.S.R. Hitler found no Quislings or 
Pétains in Soviet Russia. Nor will the Japanese find any Soviet Wang 
Ching-wei's. 

On both counts, then, the industrial and political, Mr. Davies found 
| the Soviet regime strong. In October 1937 he wrote: “The weakness 
which western Europe finds in Russia is the product of wishful thinking 
rather than an objective appraisal.” Mr. Davies found not only that the 
USS.R. was strong but that its vital interests committed it to a policy 
of striving to preserve peace and block Axis aggression. A coherent 
picture emerges from his reports of Soviet foreign policy—its efforts for 
collective security at Geneva, its aid to Spanish democracy and to China, 
its pacts with France and Czechoslovakia, its alarm at the direction of 
Chamberlain’s policy. More than six months before Munich, Ambassador 
Davies warned the United States Government that Anglo-French ap- 
peasement policy was driving the U.S.S.R. into isolationism, which 
would be suicidal for the Western Powers. On April 14, 1938, he wrote 
to Senator Tydings: “I am not sure but what the democracies of the 
world might not be damn glad some day to have the friendship and 
the power and the devotion to peace which this government could supply 
in case of another world crisis. And, believe me, if these Fascist dictators 
continue going haywire that crisis is bound to come, and in the opinion 
of many people whom I know, life would not be worth living if it had 
to be on terms which they would dictate, and it is very close. There is 
too much wishful thinking—and a refusal to see the simple elemental 
‘acts—in this Europe.” And, it might be added, not in Europe alone. 

One historical hypothesis is made demonstrable by Mr. Davies’s book. 
It was not for lack of information about the U.S.S.R. that anti-Soviet 
ciplomacy flourished. Russia was not really an “enigma,” except for 
those who preferred it to be regarded as such. On April 14, 1938, 
Mr. Davies wrote: “The Fascists abroad circulate the story that the 
Stalin regime is breaking up. No diplomat here believes the army is not 
oyal to the Kremlin or that their industrial organization is breaking up. 
As a matter of fact, those who are on the ground and who are best 
informed, including the representatives of hostile states, have all stated 
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to me that barring an accident or assassination or a coup d'état, 1) 
regime is well entrenched in power, has a successful army, has maj 
remarkable strides industrially, and would give a very good account ; 
itself in any world armed conflict.” During the Radek trial Mr. Da. 
was told by the representative to Moscow of an unnamed Power thy 
“the defendants were undoubtedly guilty; that all of us who attend: 
the trial had practically agreed on that; that the outside world, from 1}: 
press reports, however, seemed to think that the trial was a put-up jc! 
(facade, as he called it); that while we knew it was not, it was probab)) 
just as well that the outside world should think so.” (My italics—M. G. 

Because they are not written ex post facto, the Davies reports cons: 
tute a real contribution to history. History itself has already vindicate! 
the Davies view of the U.S.S.R. as a powerful bulwark against Fascisy: 
War is the supreme test of a nation’s economic and political foundation; 
The Soviet Government and peoples made great sacrifices over a period 
of many years in order to build up a heavy industry and a strong ar 
against the coming attack. Mr. Davies again and again notes the reals 
and foresight of the Soviet leaders. He observed that they showed spec. 
consideration for the friendship of the United States. “The officials he: 
who are a very able and strong group of men, and also the peop! 
generally, regard the United States with friendly favor. They fee! \ 
are disinterested, friendly, have no direct designs on anything they hav: 
and have no selfish axes of our own to grind with their immed 
enemies at their possible expense. The leaders, too, have great admiration 
for President Roosevelt.” 

Today, the U.S.S.R. and the U.S.A. together with China and Brita: 
form the heart of the United Nations battling against the Axis. (» 
July 20, 1941, Mr. Sumner Welles, Under Secretary of State at Wa! 
ington, wrote to Mr. Davies that the publication of his ambassador: 
reports was “of potentially substantial value to the cause which is « 
issue in this war, both here and abroad, and is definitely to the pv)’ 
interest.” The very fact of its publication with the blessings of the Sta 
Department is not the least significant thing about this book. 


MicHaAEL GREENBERG 


New York, February 1942 
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